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Bulldozers start 
work at Israeli 
settlement site 

Israeli prime minister Benjamin Netanyahu 
defied world opinion and sent bulldozers to 
clear land lea - construction of a Jewish settle- 
ment at Har Homa in Arab east Jerusalem. 

Chief Palestinian negotiator Saeb Erekat said it 
was “a black day for the peace process”. Hamas, 
the Islamic Resistance Movement responsible 
for bombings in Israeli cities last year, called for 
a Palestinian uprising. Mr Netanyahu said: “We 
intended to build. We promised to build. And we 
are bufldhig.” Page 14 

Notway accused of damping: Sir Leon 
Brittan. the European Union's chief trade nego- 
tiator, is expected to recommend a 13.7 per cent 
impart duty on Norwegian salmon after the 
European Commission accused Norway of 
dumping. Page 14 

Pott s h o ws Europe-wide Jobs fears: Job 

insecurity and fears about unemployment are 
rife across Europe, a survey by the Mori polling 
organisation shows. Page 2 

Italy Issues eurob on d: Italy stepped up its 
drive to become a founding member of the Euro- 
pean single currency by becoming the first 
country to issue a bond denominated in euros. 
The lbn euro ($L15bn) issue was bought up 
quickly, mostly by European investors. Page 15; 
Camdessus raises fears. Page 2 

Wallenberg to be bank chief: Jacob 
Wallenberg of Sweden's leading industrial 
dynasty is to become chief executive of its finan- 
cial flagship, Skandinavlska Enskilda RanVon 
Page 15 

Profits surge at Qofdtnan Sachs: A rise in 
first quarter profits at Goldman Sachs, Wall 
Street's largest investment banking partnership, 
to $905m from $S65m underlined the strength of 
the global securities and mergers and acquisi- 
tions business. Page 15 

Serfin deal with HSBC expected: Serfin, 
Mexico's third largest hank, is expected to 
announce an association with International 
banking group HSBC Holdings after Serfin said 
problems with poor quality loans had pushed it 
deep into the red for 1996. Page 15 

Defector fDos to PMHppines: Hwang 
Jang-yop, the first official to defect from North 
Korea's inner circle In a bid to reach South 
Korea, flew to Manila after five weeks in Bei- 
jing. Page 6 

CNN In Cuba: International television group 
Cable News Network became the first US news 
organisation in nearly 30 years to open offices in 
communist-ruled Cuba. Page 14 

Fifty (he In Russian ah- crash: A Stavropol 
Airlines airliner on a flight from Stavropol in 
southern Russia to Turkey is believed to have 
exploded before crashing 37 minutes after tak- 
eoff. killing all 50 people on board. 

Japan to Roan property market: Japanese 
prime minis ter Ryutaro Hashimoto told the 
finance ministry to announce long-awaited pro- 
posals to stimulate the property market Page 6; 
Boon boost for building industry, Page 8 

Sudan accepts economic package: 

Sudan eased the threat of expulsion from the 
International Monetary Fund by accepting a 
package of economic reforms including mea- 
sures to tackle Its $20bn foreign debt, western 
bankers said. Page 7 

Thai Airways refused cash for aircraft: 

The Thai cabinet approved a plan by state- 
owned Thai Airways to buy 21 aircraft from 
Boeing and Airbus over five years but refused to 
authorise spending, saying the airline must find 
alternative sources of finance. Page 5 


FT.com: the FT web site provides online news, 
comment and analysis at http://www.Fr.com 
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German takeover would create one of world’s biggest steelmakers 


Krupp 
in hostile 
offer for 
Thyssen 


V'toi 


By Sarah AJthaus and Andrew 
Fisher In Frankfurt and Ralph 
Atkins in DQsseldorf 

Two erf Germany’s biggest and 
best-known Industrial compa- 
nies locked horns yesterday 
when Krnpp Hoesch. the steel 
and engineering group, 
announced a hostile takeover 
offer for Its rival Thyssen. 

If successful, the offer, valu- 
ing Thyssen at DMl3.6bn, 
($3bn) would create one of the 
world's biggest steelmakers 
with sales of more than 
DM63bn, placing it ahead of 
the European market leaders 
Usinor-Sacilor of France and 
British Steel. 

But Thyssen, about 80 per 
cent of whose shares are 
widely held, is expected to 
fight vigorously to preserve its 
independence. 

* Although hostile bids are 
extremely rare in Germany, 
Thyssen wasted no time in 
adopting aggressive language. 
It lashed out at Kropp's “wild 
west” tactics. It said it had an 
array of “weapons” to defend 
itself, including political 
defences, suggesting it would 
look to the Social Democratic 
Party-controlled government 
of North Rhin e-Westphalia for 
support. It urged shareholders 
to take no actiomal this stage. 


Thyssen can also count on 
strong emotional support Mr 
Gerhard Cromme, chairman of 
Krupp and the driving force 
behind the bid. was protected 
by riot shields as he faced 
Thyssen workers at the Krupp 
headquarters yesterday to 
deny that his plans would 
throw tens of thousands out of 
work at a time of high unem- 
ployment 

Both companies, based in 
the industrial Ruhr area, have 
played leading roles in the 
country’s economic and politi- 
cal history this cent ur y. They 
also helped arm the country in 
two world wars. 

But they have faced hard 
times in the 1990s. as costs for 
German companies have made 
it difficult for them to main- 
tain their global competitive 
positions. 

Analysts welcomed Krupp’s 
proposed takeover - a bold 
move by a company whose 
market capitalisation, at about 
DM55bn, is roughly half that 
of Thyssen - saying it could 
spark further consolidation in 
Europe's overcrowded steel 
industry. They also pointed to 
the potential for considerable 
synergies. 

Krupp Hoesch is no stranger 
to hostile takeovers, having 
swallowed its Rubr-basecLrival 



Gerhard Cromme behind riot shields before lacing angry Krnpp workers yesterday 


Hoesch in a surprise swoop in 
1991. 

It said its cash offer of 
DM435 a share represented 
more than a 25 per cent pre- 
mium to Thyssen. 's closing 
price on Monday and a 60 per 
cent premium on its price at 
the end of last year. 

Unlike many German merg- 
ers, which are worked out 
behind closed doors, Krupp's 
offer is open to all Thyssen 
shareholders. 

The bid, still to be presented 
in full, has been drawn up 


under Germany’s voluntary 
takeover code, agreed In 1995. 
Both, companies have accepted 
the code, which lays down that 
any company acquiring more 
than 50 per cent of a target 
company must make an offer 
for the remaining shares 
within 18 months. 

However, Krupp Hoesch. 
which had net debt of DM2J9bn 
last year, gave no details of 
how it would finance the deaL 

The lion's share of the trans- 
action, however, would have to 
be financed through debt 


Deutsche Morgan Grenfell, 
Dresdner Kleinwort Benson 
and Goldman Sachs are advis- 
ing Krupp Hoesch. while other 
b anks will also be involved in 
the financing . Thyssen Is being 
advised by Credit Suisse First 
Boston, Morgan Stanley. JP. 
Morgan and SC Warburg. 

The German Cartel Office 
said it would be referring the 
bid to European competition 
authorities because of the size 
of the proposed takeover. 


Observer, Page 13 


BT and Telefonica plan strategic link-up 


By Tom Bums in Madrid and 
Alan Cana hi London 

British Telecommunications, 
the dominant UK operator, is 
planning a strategic alliance 
with Telefonica of Spain in a 
move which will fundamen- 
tally reshape the global 
telecoms market 

It is negotiating to take a 
stake in Telefonica Intema- 
cional (Tisa). Telefonica's 
international operation, which 
has holdings in a number of 
South American operators 
Including Argentina, Chile and 
Peru. 

The move would be hugely 
damaging to Unisource, an 
alliance of smaller European 
operators including KPN of 
The Netherlands, Telia of Swe- 
den and Swiss Telecoms. It 


could lead to Telefonica, which 
took a 25 per cent stake in the 
alliance last year, withdrawing 
since belonging to two compet- 
ing international alliances 
would not be viable. 

It would also be a blow to 
AT&T, the largest US operator, 
which has chosen Unisource as 
the vehicle for its European 
ambitions. 

A stake in Tisa would give 
BT and its US partner MCI a 
powerful foothold in the fast 
developing South American 
market where neither is at 
present represented. The two 

partners, which in the course 
of a $20bn merges-, are already 
strong in Europe and in North 
America, and are developing 
partnerships in the Asia 
Pacific region. 

Analysts believe BT and 


Telefonica - which have been 
competitors in Spain up to 
now - are close to an agree- 
ment with BTs chief Spanish 
partner, the major bank Banco 
Santander, which has begun to 
invest in Telefonica in a swift 
switch of strategy. 

Banco Santander aided BT*s 
entry into the Spanish tele- 
coms market in 1993 when the 
two companies formed a data 
tranmsdssion joint venture. BT 
Tel ecommica clones. 

It subsequently Joined forces 
with BT in a consortium that 
acquired Airtel, a mobile tele- 
phone operator. These ven- 
tures, which marked the begin- 
ning of telecoms deregulation 
in Spain, forced Santander to 
dispose of its stake in Telefon- 
ica. 

Yesterday, however, Mr Emi- 


lio Botin, Santander's chair- 
man, said the bank now con- 
trolled some 2 per cent of Tele- 
fonica, an investment worth 
some Pta 60bn ($4 19m), and 
that he was prepared to con- 
tinue buying shares in the 
operator. 

He also said he was not pre- 
pared to invest in the planned 
launch of a second rival opera- 


tor - Rete vision - to Teleffin- 
ica. Rete vision is a television 
signals transmission company 
that holds a licence to operate 
a telecoms network. 

Neither BT nor Telefonica 
would comment on what both 
described as speculation 
yesterday. 

Monopoly may end. Page 15 


Senators 

question 

second 

Clinton 

nominee 


By Leyla Boulton 
in Washington 

US senators yesterday began 
hearings on a second contro- 
versial nominee for the Clin- 
ton administration less than 24 
hours after Mr Anthony Lake 
withdrew his candidacy to lead 
the Central Intelligence 
Agency. 

Ms Alexis Herman's nomina- 
tion as labour secretary has 
been a long-running cabinet 
appointment headache for 
President Clinton, as have his 
attempts to find a CIA chief. 

Opponents have questioned 
the involvement of Ms Her- 
man, a 49-year-old black for- 
mer civil rights activist, in 
Democratic party political 
fund-raising efforts and alleged 
improper business dealings. 

Mr Lake announced on Mon- 
day he was pulling out as Mr 
Clinton's nominee to head the 
CIA in disgust at a nomination 
process which he described as 
a “political circus". 

After three months of con- 
gressional vetting - on topics 
ranging from his performance 
as National Security Council 
adviser to his personal share 
holdings - Mr Lake said he 
had "lost patience" with “end- 
less delays" which he feared 
would hurt the CIA 

But political observers said 
his move meant that Ms Her- 
man, whose previous White 
House job was to help secure 
black support for Mr Clinton’s 
re-election, was more likely to 
secure the Labor post "Having 
got some blood [with Lake I, 
the Republicans are unlikely 
to look for another victim," 
said one analyst 

Mr Lake, who had faced 
fresh questions on what he 
knew about the latest twists of 
the campaign finance debacle, 
called for an end to the politi- 
cal partisanship. 

“I hope that, sooner rather 
than later, people of all politi- 
cal views beyond our city lim- 
its will demand that Washing- 
ton give priority to policy over 
partisanship, to governing 
over ‘gotcha’. 

“It is time that senior offi- 
cials have more time to con- 


Con tinned on Page 14 


GEC-Alsthom partners 
study future of venture 


By David Owen in Paris 

Alcatel Alsthom of France and 
Britain's General Electric 
Company have embarked on a 


“fundamental reflection" over 
the future of GEC-Alsthom, 
their 50:50 power engineering 
and transport equipment joint 
venture. 

Mr Serge Tchuruk, Alcatel 

chairman, itibiIb the disclosure 

at a news conference in Paris 
yesterday. 

His comments were inter- 
preted to suggest that a wide 
variety of options, ranging 
from increased ties between 
the two companies to an 
out-and-out break-up of GEC- 
Alsthom, one of the biggest 
industrial alliances in Europe, 
were under consideration. 

The venture was formed in 
1989 and had sales of approxi- 
mately £7.5bn in 1996. 

The review coincides with a 
fundamental rethink of GEC*s 


strategy launched by Mr 
George Simpson. He replaced 
Lord Weinstock - engineer of 
the 1989 merger of the two 
company's electrical engineer- 
ing interests - as the manag- 
ing director of GEC six months 
ago. 

There have been suggestions 
that both groups would benefit 
from a deal handing GEC- 
Alsthom’s power generation 
and transmission divisions to 
Alcatel leaving GEC to take 
charge of what would be a rail- 
way equipment shipbuilding 
and industrial business. 

GEC and Alcatel have also 
been engaged in months of dis- 
cussions with the French gov- 
ernment over a possible take- 
over by GEC-Alsthom of 
Framatome, the French state- 
controlled nuclear plant and 
fuel manufacturer. 

The talks have become bog- 
ged down over the French gov- 
ernment's insistence that 


French interests continue to 
control the merged entity. 

The disclosure came as the 
telecoms and engineering 
group’s shares rose to a 12- 
month high on the Paris stock 
market after it confirmed it 
had returned to the black last 
year following the largest loss 
in France’s corporate history 
in 1995. 

The shares climbed an 
impressive FFr54, or 8.8 per 
cent, in a felling market to 
FFr667. still well below the 
peak of more than FFr900 at 
the start of 1994. 

Analysts indicated they were 
revising up their earnings fore- 
casts by the order of 10 per 
cent on the strength of yester- 
day’s bullish results presenta- 
tion in Paris. 

Overall, the company 
reported net income of 
FPr2.7bn. slightly above expec- 
tations, compared with a loss 
of FFr25.6bn in 1995. 
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The hotel accoxripaajying Berlin into 
the 21st century offers more than a few 
elegant reminders of earlier ones. 
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NEWS: EUROPE 


Camdessus raises euro currency fears 


EUROPEAN NEWS DIGEST 7 f . 


By Robert Chote, Economics 
Editor, In Washington 


Misalignments among the 
exchange rates of the world’s lead- 
ing currencies may become more 
frequent and more damaging fol- 
lowing the introduction of a single 
European currency, the head of the 
International Monetary Fund pre- 
dicted yesterday. 

Mr Michel Camdessus, IMF man- 
aging director, said the global mon- 
etary watchdog was concerned at 
potential misalignments, in which 

<yg<» han g e rate movements are not 
justified by fundamental economic 


conditions. He said he hoped that 
the Fund would be called upon to 
promote "consultation and coDabo- 
ration’* if problems arose. 

Speaking at a symposium on 
European economic and monetary 
union in Washington, Mr Cam- 
dessus also called on European 
governments to continue cutting 
their borrowing to meet the targets 
in the Maastricht treaty, even if 
slow economic growth was pushing 
borrowing up automatically. Inter- 
est rates could be cut to maintain 
economic momentum, he added. 

“If slippage in meeting fiscal 
goals increased market concern 


that stage three [of Emu] would be 
postponed, the consequences could 
well be more damaging for eco- 
nomic growth than additional fis- 
cal restraint," he said. 

Mr Camdessus argued that 
adopting the single currency was 
now so Important to European 
integration that he it was not 
worth courting the uncertainties 
that would arise in delaying its 
start date from January 1, 1999. 

M In short, it is time to put at rest; 
once and for all, any lingering 
doubt about the future of Emu and 
to fiTYiah the job that is, in any 
case, so close to completion. Fin- 


ishing the job means countries 
must concentrate on fuIfflKng their 
Maastricht commitments, espe- 
cially those concerning deficit 
reduction.” 

Mr Camdessus said it was impor- 
tant that tight control of govern- 
ment borrowing be maintained 
beyond the' start date of the single 
currency. The pace of adjustment 
required under the so-called 
growth and stability pact was con- 
sis tent with that required by Euro- 
pean governments for tbetr own 
economic well-being, especially 
given the large unfunded liabilities 
of public pension schemes. 


It was also to establish 

a "dear, road map" so that coun- 
tries muring oat on the first wave 
of the single currency could join, as 
soon as possible thereafter. Other 
wise there might be adverse reac- 
tion in the financial markets and a 
loss of political win to press ahead 
with necessary economic adjust- 
ments. 

Mr Philippe Maystadt, Belgium's 
finance minister and chairman of 
the IMF’s team in ministerial com- 
mittee, called on the IMF to subject 
the performance of the future 
European central bank to regular 
scrutiny. 
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No more President Nice-Guy 

Chrystia Freeland and Bruce Clark on the Clinton-Yeltsin summit 

F or nearly a decade, 

US-Russia summit 
meetings have been 


Euro-zone 
watchdog 
to lose 


F or nearly a decade, 
US-Russia summit 
meetings have been 
convivial occasions, at 
which cold war arsenals are 
boldly dismantled and 
pledges to support Russian 
political and economic 
reforms ritually uttered. 

But the atmosphere at the 
two-day meeting between 
President Bill Clinton and 
President Boris Yeltsin 
which starts in Helsinki 
tomorrow threatens to be 
different. 

Nato's planned eastward 
expansion, the issue expec- 
ted to dominate the summit 
agenda, has again deeply 
divided the two former 
adversaries. 

Mr Yeltsin has predicted 
that the enlargement proj- 
ect, which the US has 
strongly supported and 
Moscow intensely dislikes, 
could create "the toughest" 
US-Russia summit since he 
became president in 1991. 

It is still unclear, both in 
Moscow and in Washington, 
whether these negotiations 
will bring a compromise. But 
as Mr Yeltsin retired to bis 
dacha yesterday to prepare, 
his advisers outlined two 
possible outcomes. 

The first, according to Mr 
Igor Malashenko, the presi- 
dent of NTV - the country’s 
only private television chan- 
nel - and an influential 
voice in the Kremlin, is that 
the two leaders fail to reach 
a deal on Nato. 

“I think there is a hig h 
possibility that they will 
agree to disagree,” Mr 
Malashenko said. “But it will 
not be a new confrontation, 
it will be largely about sym- 
bolic politics.” 

Mr Yeltsin, who in the 
past has taken open delight 
in building a warm personal 
relationship with “my friend 
Bill”, seems ready for this 
sort of official coolness. 

At a meeting with Russia's 
leading newspaper editors in 
the Kremlin last week. Mr 
Yeltsin warned that “we 
might very, very seriously 
disagree”. He added, how- 
ever, that he realised there 
was no chance Russia could 
sway the US in its resolve to 
push ahead with Nato expan- 
sion. 

Leaving Helsinki with a 
formal disagreement over 
Nato could be embarrassing 
for the White House, which 
is eager to demonstrate to its 
more reluctant western 
European partners that the 
military alliance can grow 


week- Few supplies are reaching Tirana and'delivHries 
from Greece and Macedonia have been moeQy cot off. 

Mr Malaj said the delegation had listed several , - - v 

conditions for providing financial aid^'incftuteg v - 
re-establishing links with the lutematiaiml M^^ 

Fund and application of strict financial dtedpflhe 
following the cdfiapse of pyramid savings schema*. The 
International Committee of the Red Crass appealed to • 
donors for Jlfr3m to send food and medicine to Albania. . 

- Some 12,000 refugees have fled to Italy and Greece so - . 
for. Thousands more are besieging the ports of Bums and 
Vlore whore criminal gangs are organising places on 
leaky boats at exorbitant prices. The Italian cabinet is to - 
discuss the exodus today. GtoV Dtmnore, Tirana 
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its teeth Balkan fund ready for launch 


I By Lionel Barber in Brussels 




Summit bound: Clinton’s accident has slightly delayed his encounter with Yeltsin 


without alienating Russia. 

But for the Kremlin, a 
public spat with the US 
could be sound domestic pol- 
itics. Taking a tough line 
over Nato might insulate Mr 
Yeltsin from the attacks of 
Russia's increasingly influ- 
ential nationalist lobby. - 

Boosting its patriotic cre- 
dentials is particularly 
important for the Kremlin as 
it prepares to embark upon a 
series of unpopular eco- 
nomic reforms. 

Moscow strategists are 
also holding out the possibil- 
ity of a second possible out- 
come of the summit which, 
in their view, would repre- 
sent a breakthrough in US- 
Russia relations. 

Their hope is that the 
Kremlin and the White 
House could reach a compro- 
mise, In which Russia would 
gracefully surrender to the 
inevitability of Nato expan- 
sion in excihange for prom- 
ises of economic and politi- 
cal integration with the 

west. 

“We believe that the real 
issue is economic Integration 
and that is the agenda for 
the future." Mr Sergei Kara- 
ganov, a presidential 
adviser. He expressed the 


hope that the summit would 
speed Russia's foil member- 
ship of institutions such as 
the World Trade Organisa- 
tion, the Organisation for 
Economic Co-operation and 
Development and the Group 
of Seven Industrial nations. 

But this .type of deal, 
which has also been aired by 
senior US officials, could be 
jeopardised by Mr Yeltsin’s 
reluctance to appear to have 
been bought off. 

Last week, the Russian 
leader insisted that eco- 
nomic issues be pushed to 
the bottom of the summit 
agenda, telling his aides that 
the Kremlin could not seem 
to have been “bribed" by the 
US- 

To impress an impover- 
ished Russian electorate that 
has grown disillusioned with 
western promises of signifi- 
cant economic aid, Mr Yelt- 
sin has said the Kremlin’s 
grudging consent to Nato 
expansion will depend on 
two tough conditions. 

He has demanded that the 
west acknowledge Russia’s 
influence in the ex-Soviet 
republics, by promising not 
to admit the Baltic states or 
Ukraine to Nato without the 
agreement of their Musco- 


vite big brother. 

Although neither the Bal- 
tic states nor Ukraine are 
expected to be included in 
the first wave of Nato 
enlargement, to be 
announced next July, the US 
is very unlikely to give 
open-ended undertakings at 
the kind Moscow wants. 

Kremlin aides say the 
president realises his friend 
Bill is unlikely to concede 
these points. But by taking 
strident positions. Mr Yelt- 
sin hopes to show ordinary 
Russians, and the west, that 
the bear has not forgotten 
how to growl 


T he tough stance 
would also represent 
something of a per- 
sonal revival for Mr Yeltsin. 
After eight months of illness 
and surgery, the Russian 
leader is determined to show 
the world that he is still in 
charge. He has quipped, only 
half in jest, that he will be in 
better shape than Mr Clinton 
who is recovering from a 
knee operation. 

US officials, who have 
worked hard in recent 
months to improve bilateral 
economic co-operation with 
Russia in sectors ranging 


from space to semiconduc- 
tors, are privately unruffled 
at the prospect of verbal fire- 
works in Helsinki. 

Negotiations cm a Russia- 
Nato charter, providing for 
regular, consultations 
between Moscow and its for- 
mer foes, have, jqade. good 
progress behind the scenes. 

Any rhetorical outbursts 
from Mr Yeltsin will, at least 
initially, be viewed in Wash- 
ington as a smokescreen 
aimed at domestic hardliners 
that will help to cover bis 
tracks as he advances 
towards a broad Russian- 
western accord. 

Such a compromise could 
be sealed at a special Rossla- 
Nato summit either in the 
Netherlands, where Mr din- 
tan is doe to meet European 
Union leaders in May, or at 
the June summit of the G7 
in Denver, Colorado. 

But even the most optimis- 
tic US officials acknowledge 
that many a slip could occur 
between Helsinki and the 
desired happy ending. And 
in US-Russian relations, 
always a game of smoke of 
mirrors. It is never quite 
clear who is humouring 
whom. 

Reformer returns, Page 18 


Setback for Russia’s banking barons 


By John Thornhill 

and CtwysUa Freeland 
in Moscow 


The this week of Mr 

Vladimir Potanin, Russia’s 
first deputy prime minister, 
has given rise to suggestions 
that the government Is 
trying to disentangle itself 
from the powerful fin- 
ancial barons who backed 
President Boris Yeltsin's 



re-election campaign. 

Mr Potanin will now 
return to his former post as 
head of Onesdmbank. He 
was among the most promi- 
nent of a group of seven 
bankers who helped finance 
Mr Yeltsin’s campaign last 
year and benefited conspicu- 
ously from their ties with 
the Kremlin. 

The group, which worked 
closely with Mr Anatoly 
ChnhalH as manag er of the 

poll campaign and then as 
head of the presidential 
administration, has since 
splintered but still exercises 
control over some of Rus- 
sia’s biggest industrial 
assets and media concerns. 

Mr Boris Berezovsky, the 

former head of the Logovaz 


car dealing group and one of 
the leading members of the 
group, remains as deputy 
head of the security council. 

The apparent fusion of 
political and financial power 
led to opposition charges 
that a dangerous new oligar- 
chy was emerging in Russia. 

Since returning to govern- 
ment as a first deputy prime 
minister this month, Mr 
Chubais has sought to high- 
light his independence. He 

has cancelled tax privileges 
granted to Norilsk Nickel 
and Yokes, two of Russia’s 
biggest enterprises con- 
trolled by group members 
Onexfmbank and Henatep. 

The appointment of Mr 
Boris Nemtsov, reformist 
governor of Nizhny Nov- 


gorod, as a first deputy 
prime minister could also 
lead to further separation of 
government and corporate 
power. Mr Nemtsov has the 
task of regulating more 
aggressively Russia’s “natu- 
ral monopolies”, such as 
gas, electricity, and rail- 
ways. 

Mr Chubais’s aides say the 
government will take mea- 
sures to prevent the farther 
concentration of industrial 
and financial power in the 
country and encourage 
greater competition. 

“I do not think the cur- 
rant level of concentration 
[of financial and industrial 
power] is too high at the 
moment,” said Mr Maxim 
Boyko, deputy head of the 


presidential administration 
and a Chubais ally. “There 
is competition. But I would 
he worried if Russia moves 
beyond this level of concen- 
tration.” 

Mr Sergei Karaganov, a 
presidential adviser, pre- 
dicted yesterday there could 
be a fierce struggle . between 
the government and some of 
the big financial and indus- 
trial groups. 

“This group of six or 

seven hanks has spHt up but 
they are interested in the 
unity of their class interests. 
They will fight against Chu- 
bais became they under- 
stand he is fighting their 
interests,” he said. “It is 
possible this opposition 
could destroy Chubais.” 


prance ban won a hollow 
victory in its campaign to 
create a “stability council" 
to coordinate economic pol- 
icy among countries inside 
the planned single currency 
zone. 

Ministers accepted the 
French idea of a new infor- 
mal grouping reluctantly at 
a meeting in Brussels on 
Monday. But they stripped 
the proposed institution of 
any real power and made 
dear it could not become a 
political counterweight to 
the future European Central 
Bank. 

Mr Gerrlt Zaira, Dutch 
finance minister, who 
chaired the discussion on 
the stability council on Mon- 
day, said the new informal 
grouping would not have 
responsibility for setting cur- 
rency policy. This would 
remain in the hands of all 15 
finance' ministers and the 
European Central Bank. 

Mr Jean Artbuis, French 
finance minister, and Mr 
Theo Waigel, his German 
counterpart, had agreed 
recently in Lyons to support 
an informal stability council 
to serve as a forum for dis- 
cussing economic policies 
1 among euro-zone countries. 

But several smaller coun- 
tries likely to he in the first 
wave of Emu - notably 
Ireland and the Netherlands 
- expressed reservations. , 
Britain, Denmark and Swe- 
den, which may remain ini- 
tially outside Emu for politi- 
cal reasons, are also 
opposed. 

Mr Zahn said: “There is a 
consensus to say that some- 
thing of thiB kind will be set 
up. There is no consensus on 
the need to set it up.” 

Mr Ruairi Quinn, Irish 
finance minister, pointed out 
that the new grouping could 
lead to a big power condo- 
minium which excluded the 
European Commission, tradi- 
tional protector of the inter- 
ests of smaller countries. 

Almost all the provisions 
of the so-called stability and 
growth pact for enforcing 
budgetary discipline in the 
euro-zone are discussed at 
council meetings of the 16 
EU finance ministers. The 
smaller countries fear that 
creating a stability council 
with real teeth would lead to 
a “club within a club", 
undermining the notion that 
all 15 states need to be 
involved in EU economic 
decision - making , including 
euro-zone matters. 

A senior diplomat said 
ministers had provided a 
“fig-leaf” for the French gov- 
ernment which implied polit- 
ical influence over the future 
European Central Bank 
without delivering real 
power. “It also allows the 
French to tell their public 
that the new central bank in 
Frankfurt is not the Bundes- 
bank in disguise." 

Another said. Germany 
had agreed to the stability 
councfi, hot at a price. The 
Bonn government had now 
won French support for 
delaying a decision on which 
countries meet the Emu 
entry criteria until late April 
1998, after the French parlia- 
mentary elections and on the 
basis of actual 1997 economic 
data. 
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Jobs top Europeans’ list of concerns 


By Michael Peel 
in London 


Job insecurity and fears 
about unemployment are rife 
across Europe, according to 
a survey by the Mori polling 
organisation, published yes- 
terday. Concern is greatest 
in those countries prevented 
from tackling high levels of 
unemployment because of 
their efforts to meet the cri- 
teria for EU monetary union. 

Mori interviewed a total of 
13,000 people late last year 
in 13 European countries, 12 
of them members of 


the European Union. 

Eighty-five per cent of 
Finns eked unemployment 
as one of the two or three 
most important problems 
facing their country. The fig- 
ure for France and Sweden 
was 78 per cant; in Germany 
it was 73 per cent; and in 
Spain 72 per cent. The Euro- 
pean average was 58-8 per 
cent 

All these countries have 
unemployment rates topping 
8.5 per cant and rates in 
some cases are at record lev- 
els. German unemployment 
is the highest since 1933. 


Economic issues such as 
prices and infla tion were a 
significant worry for 29.8 per 
cent of those interviewed. 

Swedes were most worried 
about the economic situation 
in their own country - 53 
per cent said it was a princi- 
pal concern. Finland and 
Germany again featured 
prominently with 47 per cent 
and 48 per cent respectively. 

Those concerned about the 
possible effects of Emu on 
employment levels ami eco- 
nomic stability did not nec- 
essarily feel political and 
monetary union itself was a 


crucial subject It was men- 
tioned by just 7.5 per cent of 
respondents. 

Eight per cent of Germans 
and just 1 per cent of the 
French mentioned it Britain 
and Austria, two of the coun- 
tries least worried about 
unemployment, found Emu 
the most problematic, with 
14 and 20 per cent respec- 
tively. 

A relatively high 9.4 per 
cent of Europeans thought 
corruption to be one of the 
issues of the moment In 
Italy, this view was held 
by 21 per cent of people. 


and In Belgium 38 per cent 

Terrorism was identified 
as a worry by 31 pea: cent of 
Spaniards against an EU 
average of 45 per cent.The 
figures of 7 per cent for 
Ireland and l per cent for 
Britain perhaps reflected 
residual hopes for the Irish 
peace process. 

"Mad cow** disease was 
mentioned by 3.4 per cent of 
respondents. The figure rose 
to 7 per cent In Germany 
and 13 per cent In Ireland, 
but a mere 2 per cent of Brit- 
ons saw tt as an important 
issue. 


EU makes tiie going difficult 


FT journalist wins prize 


Andrew Jack, FT Paris correspondent, has been awarded 
the 1997 Cfrand Prix by the Association desAnciens . .1 
ElSves du Centre des Hautes Etudes d'Assurances. for his 
writing on the French insurance industry. 


ECONOMIC. WATCH 


Industrial output declines 
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The first private investment fondfor the Balkan region - 
was offered to institutional investors yesterday. Mr James 
Mellon, managing director of the Regen t Pacific Group, a 1 
Hong Kong-based investment fond manager, told a 
London conference that “huge mi&priffing in debt and 1 

equity assets in thermion offered the potential to grow, 
assets 3-10 times over the next five years". * 

Regent believes the Balkan region could be the next . 
target for substantial foreign investment to under-priced 
finanriai and physical assets now that Romania and 
Bulgaria, the region's biggest countries, are embarking on 
programmes of rapid, privatisation and market reforms. _ 
The proposed JlOOm, three-year closed-end Balkan fund 
win be launched on April2.lt will invest to bonds and - 
equities a™l f-nriwmtrate miHally rm Bulgaria and ' 

Romania and an Croatia and Slovenia. Slovenia is foe 
richest, with an average.per'captta income, at cinreht 
exchange rates, of $9^00 a year; average pay in Bulgaria 
is around $30 a month. Anthony Robinson, London 


Swedish pay guidelines agreed 

Employers and. trade imlons representing 800,000 Swedish 
manufacturing workers yesterday agreed a new pay 
bargaining blueprint The Association of Swedish 
Engineering Industries and the eight trade anions said 7 
Increasing international competition, low inflation and. 
the impact of financial deregulation had madeit ; 
necessary to bolster competitiveness. They agreed not to 
impose a wage ceiling but stressed pay would reflect 
prevailing economic conditions. Price stability made it J. . 
possible to award lower nominsd wage increases, they . 
said. 

An industrial committee is to be charged with . 
promoting labour market, stability and mediating in . 
conflicts. Negotiations an collective wage agreements are 
to start welD before the expiry of existing accords in an. 
attempt to limit the risk of industrial disputes. A new 
independent mediation board will be able to impose a 
14-day cooling-off period In the event of threatened 
strikes. Greg Mchtor, Stockholm 


-.r - 

* !,' :'=M 
ii u 
■ V.v-te 
..?- 5 ^ 
.v -7. 


- * . . 

.... 

• :r 

.. JSSfl 


j Italy 

st 


! amt 
s,i to 
vnvrti 


Oslo 


FrenchVAT planruled illegal 
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iPlans by France to lower valueadded tax. on multimedia. . 
services are illegal under EU rules, a European 
Commission spokeswoman said yesterday. She said that. . 
Mr Mario Monti, the taxation commissioner, had told the 
French that the plan conld not be allowed and.that 
France had Httiechance of cmvincing its EU partners to 
change the existing tax rules. 

President Jacques Chirac said earlier this month that , 
he would ask his prime minister, Mr Alain Jupp6, to 
reduce VAT to 5-8 per cent on multimetha. services and 
products such as CD-Roms. France’s standard VAT rate is 
206 per cent 

EU legislation on VAT includes national lists of 
products or services which can benefit from a reduced 
VAT rate. Multimedia is not one of them. Reuter, Brussels 
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People moving from one EU countryto another face a 
swathe of obstacles going for beyond language and 
cultural differences, says a special EU advisory group. 
Petty local bureaucracy, discriminatory tax. treatment, 
problems with relocating family members, and difficulties 
getting professional qualifications recognised have all. 
contributed to a lack of mobility. 

“We do not have a high level of mobility in the Union," 
said Mr Padraig Flynn, the social affairs commissioner, 
who promised to bring forward new proposals before the 
summer to make occupational pensions portable within 
tbeEU. ‘ 

The report, makes 80 recommendations to improve 
mobility. They include a new type of European residence 
card for people who are neither tourists her seeking to . 
establish themselves permanently, such as students, - - 
volunteers and trainees. 

The report also says that greater effort should he made 
to spread information about jobs around the Union ami 
recommends opening up the public sector to atizens from 
other EU member states. Emma Tucker, Brussels 


Italy’s Industrial 
production fell by 8-4 per 
$Ss cent in January (L8 per 

cent seasonally adjusted) 
compared with the same 
period last year, 

rmri w rlmfng mn tjmriwg ■ 
depressed domestic 
.demand. Average daily 
production was down 2.7 
per cent cm January 1 1996. - 
according to tetat, the state 
statistics, institute. Among 
the two rectors worst 
i# affected were office 
machine and transport 
eq u ipment, both receding 
dregs of more than lOjm 
cent Last year, industrial 
production declined 1.7 per cent overall against Z99S. Bat 
the rate of decline was 2^ per cent ln the second half of 
the year compared to 1 per cent In the first hall 
ConSndustria, the industrialists' confederation, warned . 
yesterday that February and March could see production 
declining still further. Thereafter, however, the tread in 
orders and the need to rebuild stocks suggested a modest 
recovery wou ld set to- Robert Qrahtm, Rome 

■ German retafi sates rose a rsal and seasonally adjusted 
2.7 per cent in January Unm. December but ware - 
unchanged from a year earlier, provisional data^how. .* 
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NEWS: THE AMERICAS 


Free speech for adults versus protection for children 




‘Cyberpom’ case divides US 


By Louise Kehoe 
in San Francisco 


T he future of the global 
Internet may be at 
stake in a controver- 
sial “cyberporn" case to be 
argued before the US 
Supreme Court today, 
according to a broad coali- 
tion of free-speech. advo- 
cates, librarians, publishers, 
software aru ^ online industry 
groups. 

The case involves a 
challenge to the 
constitutionality of the 
Communications Decency 
Act (CD A) passed by the US 
Congress last year, which 
alms to protect children 
from Internet pornography 
by making it illegal to 
distribute “indecent" 
materials online. 

Last year, a special pane) 
of three federal judges in 
Philadelphia blocked 
enforcement of the CDA. 
ruling unanimously that the 


act would infringe the 
free-speech rights of adult 
users of the Internet 

However, the US Justice 
Department is now 
appealing against that ruling 
to the Supreme Court Today 
the justices will hear oral 
arguments from both sides. 
They are expected to issue a 
ruling in June. 

The outcome of the case 
could have broad 
implications for all users of 
the Internet If it is upheld, 
the CDA would apply only to 
US Internet users and 
publishers. Yet with more 
niam Half of Web sites and 
discussion groups 
originating in the US, the 
restrictions would be felt 
worldwide. 

The act has broad support 
in Congress as well as from 
religions and “family" 
interest groups who contend 
it provides essential 
protection for children. 
“Many children will suffer 


grave harm from 
sexually-explidt speech on 
the Internet unless its 
distribution or display to 
children is restricted by 
law." they argue in a brief 
filed with the court 


Outcome of 
case may have 
important 
implications 
for Internet 


While recognising the 
need to prevent pornography 
being distributed to children, 
opponents argue that the act 
would also prevent open and 
lawful exchanges among 
adults because it is impossi- 
ble reliably to determine the 
age of an Internet user. 

“There are less restrictive 


and mare effective ways to 
protect children,” said Mr 
Jerry Berman, of the Center 
for Democracy and Technol- 
ogy, and a vocal opponent of 
the act. Parents can use fil- 
tering software programs 
such as Net Nanny and Surf 
Watch to block access to sex- 
uaDy-explzdt Web sites, he 
noted. 

The Citizens Internet 
Empow erment Coalition, an 
umbrella group of CDA 
opponents, also maintains 

the term “indecent" is 

too broad and vague to be 
sensibly enforced. 

It might, far example, be 
applied to the flgiay of clas- 
sic works of art, as well as 
the distribution of socially 
valuable information such as 
medical studies on sexual 


issues. 

The biggest challenge for 
opponents of the CDA may 
be in adequately explaining 
the nature and workings of 
the Internet to the judges. In 


Philadelphia, lawyers took 
the unprecedented step of 
“wiring", the courtroom to 
enable the judges to see first 
hand how World Wide Web 
sites, Internet newsgroups 
and electronic mail atn be 
used. There will be no such 
opportunity with the 
Supreme Court justices. 

Even If the CDA is struck 
down by the Supreme Court, 
that may not be the end of 
the issue. CDA supporters 
are already pr e pa r in g simi- 
lar legislation that they plan 
to Introduce in Congress. 

President Bill Clinton’s 
administration appears to be 
divided on the Even as 
. the Justice Department 
argues in favour of the CDA, 
an interagency task force is 
preparing a policy statement 
that would express strong 
opposition to censorship of 
the Internet 

Mf ira Magaziner, senior 
adviser to President Clinton 
on policy develo pmen t and 



AMERICAN NEWS DIGEST 


US housing 


starts up 12% 


Ira Magazinen advising 
Clint on to veto act on 
decency 


of the task force, told a 
computer industry gathering 
last week he would advise 
the president to veto any 
derivative of the CDA. 

The draft policy recom- 
mends a rating system, simi- 
lar to that used in the film 
industry, for Internet Web 

sites, he said. 


Builders broke ground on new home&and apartments at 7] 
the fastest rate for nearly three years daring February, r\ 
the US Commerce Department said yesterday, bouncing; 
bade from severe wetither in January.. , '.'J 

The sharp increase could give the Federal Reserve more 
ammunition with which to Justify an Increase Is interest - 1 
rates to head off a rise in inflation resulting from an . 

overheating economy . -‘-..-j 

Total starts shot up IZ2 par cent to a seasonally . . - 
adjusted annual rate of 1.53m in February - the strongest j 
building pace since L56mia March 199*- after a revised -i 
a? pm- cert gain in January. "That was one tack of an | 

increase,” an analyst said. “But toyguassia the Fed ' 
would like the luxury of two more months of employment ! 
data to find support for a rate bffc£" Analysts expected a • 
rebound from December's 9 per cent drop caused by •• -I 
stormy weather in the West and January's modest 0,7 per 
oent gain. But last month's numbers were about double 
expectations. Reuter and AP, Washington 
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Colombia may win US aid 


Caracas wins backing 
for pensions reform 


Arrest widens drugs 
scandal in Mexico 


Three weeks after decertifying Colombia far not ftdly : v : 
co-operating in the drug war v tbJB Clinton adminjatratiem 1 
is consulting with Cubgress an a package of benefits . 
including $3CSn in military and police aid, say US officials, j 
They say the funds will be used far training of Colombian , 
military personnel and for spare parjs for equipment used I 
to combat narcotics traffickers. No lethal equipment will - J 
be sent. Last month, the US renewed a 1996 decision to -I 

label Colombia a narcotics pariah state. The move comes . | 
just days after Mr Guillermo AffiextoGonzalez, defence 
minister, quit in a drug scandal. . Reuter, Qogatti 
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Texaco faces fresh suit 


By Stephen Fidler, Latin 
America Editor, in Barcelona 


Venezuela’s finance minister 
said yesterday the govern- 
ment had secured the 
backing of labour leaders 
for a Chilean-style reform of 
the country’s pension sys- 
tem. 

The country is the latest 
in a growing number of 
Latin American countries 
committed to change mostly 
bankrupt state pensions 
systems for private 
sector schemes in the style 
of that introduced in Chile 
in 1981. 

Peru, Colombia. Argentina 
and Uruguay have already 
introduced such schemes, 
while Mexico’s is due to 
begin at mid-year. 

Mr Luis Matos Azfcar, the 
Venezuelan minister, said 
the printing pension “system 
is supposed to be a fund for 
the future, but It does not 
have any future and it 


doesn’t have any funds/ 

The government has also 
secured agreement with 
trade union and business 
leaders to make labour legis- 
lation more flexible and to 
cut labour costs. 

Mr Guillermo Ortiz, the 

Mori ran minister Of flrmnop, 

said the investment rules for 
the new Mexican pension 
hinds would be published in 
April. 

He said they would ini- 
tially limit investments to 
the Mexican market and 
encourage investment in 
debt instruments indexed to 
inflation “that will give 
workers a guaranteed rate of 
return." 

Equity investments would 
not be permitted at the out- 
set. but some investment 
should be permitted ‘'after a 
year or two." 

He said the new system 
would give workers “a 
decent retirement" but also 
“for the first time in Mexico 


well have a long tens capi- 
tal market." 

Mexican officials cairi this 

week they intended to 
or fonri fho tnav+mum matu- 
rity of Cetes. short-term gov- 
ernment treasury certifi- 
cates. from one year to two, 
and extend that of their 
Index-linked Udihonos from 
three to five years, and per- 
haps to 10 years before the 
end of 1997. 

The deal between the 
Venezuela government, 
industry and trade unions 
earlier this week sharply 
cuts the costs to employers 
of the country’s job-leavers’ 
bonus scheme, as well as 
cutting redundancy costs 
and benefits related to unfair 
dismissal - 

Some mmpanips had been 
unable to afford more than 
minimal provisions for sev- 
erance payments. Industry 
welcomed the agreement as 
a breakthrough for invest- 
ment in Venezuela. 


By Daniel Dombey 
in Mexico City 


A second Mexican general 
has been arrested on narcot- 
ics charges, at a time when 
the country is already 
embroiled in a widening 
drugs scandal. 

General Alfredo Navarro, 
an officer serving in the 
western state of Jalisco, was 
arrested this week after 
allegedly acunp as an inter- 
mediary for the Arellano 
Felix brothers, the leadss of 
one of the country's most 
notorious drug cartels. 

According to the govern- 
ment. General Navarro 
offered an important justice 
official in the border city of 
Tijuana ?lm a month to 
allow the free flow of drugs 
through the area. Most of 
the cncainp pptpring the US 
travels through Mexico. 

The alternative to accept- 
ing the bribe. General 
Navarro allegedly told his 


government colleague, was 
to be MTteri Some eight high- 
ranking Tijuana-based prose- 
cutors have been murdered 
over the last year. 

In a brief statement in the 
maximum security jail to 
which he was transferred cm 
Monday, General Navarro 
said he feared death unless 
be co-operated with the car- 
tel. 

General Navarro’s arrest 
comes at . an especially sensi- 
tive time for the country. 
Not only are memories still 
fresh of the arrest last 
month of General Jestis 
Gutierrez ReboQo, the conn- 
try's top anti-drugs official, 
but the US Senate is expec- 
ted to vote this week on 
Mexico’s possible decertifica- 
tion as a partner in the 
“drugs war". 

President Ernesto Zedillo 
has given the military a 
greater role in Mexico’s judi- 
cial issues, particularly 
those related to drugs, since 


the Mexican police are gen- 
erally thought dispirited, 
underpaid and open to cor- 
ruption. The recent revela- 
tions may prove a setback 
for that policy. 

• Mexico’s ruling Institu- 
tional Revolutionary party 
(PRI) suffered a further 
reverse this week, as prelim- 
inary results showed big 
losses in the state of More- 
los, just to the south of 
Mexico City. 

The PRI lost all of the big 
mi Twirfpai ffles in the region, 
with the state capital, Cuer- 
navaca, going to the centre- 
right National Action party 
(PAN), and the remainder 
voting for the reinvigorated 
left-wing Party of the Demo- 
cratic Revolution (PRD). The 
FBI also lost its control of 
the state Assembly.. 

Until a few years ago, 
kisses of such a scale were 
inconceivable for the PRI, 
which has been in power for 
67 years. 


A new eiaat action suit has been filed against Texaco, mi . 
behalf of minorities who applied to join but were not 
hired by the US oil company. ... 

Texaco has already agreed to pay glTCm to settle a 
discrimination suit brought by mhiorities within the 
company, after tapes of high-ranking executives talking 
disparag ingly about black employees were released last : . 
October. The new suit was filed In the US district court 
for tbe southern district of New York. Ttoeaco said the 
company bad not yet seen the new suit so could not 
comment. Separately, a judge in WhltePlains, New- York. , 
reserved his decision on the paymantof the original 
settlement, but no objections to the payment 
were raised, according to people familiar wlthihe 
case. Traqj Corrigan. Afeto Font ; 


US airline strike hope 


I American Airlines, the US carrier facing the threat of an 
all-out strike by its pilots, yesterday said the company 
and the pilots’ union were, "hopeful” they would reach a 
tentative settlement by the end of the week-The planis 
expected to be put to the union’s board of directors in 
Washington on Friday. The long-running dispute is over 
pay and who should fly a new generation erf regional jets .. 
that are replacing propeDor-driven aircraft on routes 
flown by American Airlines’ c ommuter subsidiary, 
American Eagle. Last month the pilots went out an strike, 
but President Clinton ordered them back to work after 
less than half-an-hour and appointed an emergency board” 
to mediate. Rickard Tomkins, New York 


Quito telecoms sell-off target lakes f 


By Justine N e ws oms 
in Quito 




Ecuador aims to sell 35 per 
cent of its state telecommu- 
nications company to private 
operators by the end of 
April, the head of the state 
modernisation council, 
Canam. said yesterday. 

Mr Rodrigo Paz said inves- 
tors would see the repeat- 
edly postponed sale of Eme- 
tel, which has been valued at 
op to $&5bn, as symbolic of 
Ecuador's commitment to 
push ahead with economic 
modernisation. “The sale is a 
turning point for what hap- 


pens in the country." he 
added. 

He outlined the only out 
standing issues before the 
sale as appointments to reg- 
ulatory bodies; revision of 
the terms of reference for 
the sale and operating rules, 
including review of the tariff 
framework introduced by 
the previous Bucaram gov- 
ernment; and division of 
Emetel into two regional 
companies, with 35 per cent 
of each to be sold to different 
operators. 

However, it may not be 
possible- to achieve the sale 
by the end of April Wide- 


spread accusations of cor- 
ruption have been levelled 
against the Bucaram govern- 
ment, deposed on February 
6. These include claims that 
cash was siphoned out of 
Emetel through unauthor- 
ised contracts with hefty 
advanced payments to sup- 
pliers. 

One analyst said: “Opera- 
tors interested in the sale 
have not been given a formal 
explanation of what hap- 
pened in the last six months. 
The process needs to be 
reviewed with a fuH audit 
and asset valuation. This 
could mean a delay of at 


least another two months.” • 

. The successful bidders for 
35 per cent of Emetel will 
have 15-year operating -con- 
cessions, with exclusivity for 
the first five, and full admin- 
istrative control. . 

GTE and MCI of the US, 
Italy's Stet, Korea Telecom 
and Telefonica of Spain are 
potential bidders. Up to 10 
per cent may be sold to the 
workforce, who cannot sell 
their shares on for five 
years. The proceeds of the 
sale will be held in a solidar- 
ity fund, and its income can 
be spent only on social pro 
grammes. 
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The Emerging Markets CEO of the Year 


Awards were established in 1994 to 


acknowledge excellence in the world's 


world, whose expansion into emerging 
markets has contributed significantly to 
corporate revenues and profitability and has 


CONTRACTS & TENDERS 


FINANCIAL TWO 


fastest growing markets. Since then, benefited the countries involved. 


International Media Partners and ING Bank 


Candidates will be evaluated by an 


L&Echos 


HRVATSKA ELEKTROPRIVRED A dLdL 
The ELECTRIC UTILITY OF CROATIA is announcing 
THE INTERNATIONAL CALL FOR PREQUALIFICATION 
TENDERING TPP 2x350 MW coal fired BOOT Project 


have been honoured to 


present this prestigious award 


Last war's winners 


independent 


selection 


committee comprised of 


to business leaders who have 


displayed vision in the 
development of their business 
in emerging markets. 


John Browne, 
drmip Chief Kxecutiu. 
British Petroleum 
ComjKiii} 


corporate leaders, institutional 


investors, government officials 


and multilateral executives. 


Nominations are now 


l.lwi Tjiptii Widjajii. 

Chairman. 
Sinar Mas Croup 


The Awards will be 


presented at a gala Awards 


being accepted for the 1997 


Dinner during the IMF/World 


Awards. Two awards will be given: one to a 


corporation with its headquarters in one of 
the world's emerging economies whose 


Bank annual meeting in Hong Kong on 22 
September 1997. If you believe you have a 


candidate, please forward ail details to 


vision and company performance serve as a Richard Bums, President of International 


model to other emerging markets companies 
around the world, and one to a company 
with its headquarters in the developed 


Media Partners, on tel 2129793712; 


fox 212598.0788; e-maildmpny@aoLcom, 


by 15 May 1997. 


The FT can help 
you reach additional 
business readers in 
France. Our. link 
with the French 
business newspaper, 
Les Echos, gives 
you a unique 
recruitment 
advertising 
opportunity 
to capitalise on the 
FTs European 
readership and 
to further target the 
French business 
worid-3?or 
information on rates 
i and further details 
' please telephone: 


The Electric Utility of Croatia (Hrvalska dektroprivreda d-d. HEP) intends to launch a BOOT 
(Build Own Operate Transfer) Project, based on a competitive bidding process, comprising 
2x350 MW units located on a coastal rite of the Adriatic Sea, provided .by HEP. The units will 
utilise supercritical technology and be fuelled by imported - coaL The Project will be 
commissioned in two phases, the target commercial operation date for foe first unit is 
O1/DI/20Q2 and 01/01/2005 for die second. Environmental protection requires that the Project 
incorporates an FGD phot and suitable NOx control measures. Coal procurement shall be 
within the responsibility of the Developer. 

In order to optimise foe evaluation process HEP herewith announces foe call for 
prequalification, and invites foe potential Developers to submit the following: 

1. Developer Company profile and/or of foe major Project development participants, 

2. Capability and experience of foe Project Developer w ithin their home electricity industry, 

3. Capability and experience of the Project Developer in international power project 
development. 

4. Brief description of the organisation of foe Project development and Project management 
teams. 


5. Audited accounts and annual reports for the last three years of the Developer, and erf each 
of the parent compa n ies of the m^jor Project development participants, 

6. Developer s correspondence address and name of foe person authorised for further contact, 

7. Evidence of incorporation in country of domicile for foe Project devel opment participants, 

8. Preliminary Project schedule starting with signing of Power Purchase. Agreement and 
ending with commissioning of foe first unit, 

9. Information regarding any current litigation in which Developers are involved, 

10. Letterof Solent to . bid. 


11. Detailed description of similar projects with which the Developer is involved including 
technical features and a description of project development 


Only prequalified Developers will be provided with Project Bid Documents and invited to 
snbmh proposals. These shall be available on 25fo April 1997. The selection of Developers for 
participation in foe bidding process will be at foe sole discretion of HEP. ' 



RNATONAL 
IA PARTNERS 


ING Js) BANK 


Toby FindenrCrofts 
on +44 171 873 3456 


Throe copies of die prequalification documents should be subnutted by 12.00 (GET) April 
15fo 1997, to die following address: 


HRVATSKA ELEKTROPRIVRJED A dLdL 

Direkeija 2a proizvodnju . 

Sektor za termodektrane 
Mr. ZfedknVsrazdaK F«s '+*386141 3t 984 . 

Misevecka 15, HR - 10000 Zagreb, Croatia 
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Bonn boost 
for building 
industry 


By RrfKfericfcStflcfemanrv 
in Berlin 

The German - cabinet 
yesterday approved propos- 
als for a DM25bn ($14.7Jm) 
public and private sector 
investment/ programme to 
stimulate growth and create 
Jobs, especially in the coun- 
try's construction Industry. 

The proposals envisage 
DM20_5bn to be disbursed in 
the form of reduced interest 
loans by the Kreditanstalt 
fttr Wjederaufbau (KfW) and 
the Deutsche Ausgleichs- 
bank (DtA), two stat&owned 
banks, to companies, local 
councils and individuals. 
Tan specific spending areas 
have bean targeted, induct 
tag local council infrastruc- 
ture programmes, moderni- 
sation of housing stock in 
east Germany »nH upgrading 
of heating systems to reduce 
energy costs. 

Small . and medium -sized 
start-up businesses are to 
receive additional support 
through an increase in lend- 
ing: programmes aimed at 
.bolstering equity levels and 
providing employee training. 

Mr Theo WaJgel, finanra 
minister, said that together 
with; government proposals 
for tax reform, the loans 
package was a decisive move 
towards improving invest- 
ment conditions in Ger- 
many. The federal budget 
would not be affected by the 
measures, as money for the 
loans would come from 
funds raised on capital mar- 
kets by the KfW and DtA. 

In addition to the money 
channelled through the 


state-owned banks, the gov- 
ernment hopes to mobilise a 
further DMSbn in private 
sector m w a fan mt in Infra- 
structure programmes, such 
as the financing, building 
and operating of roads and 
bridges. The necessary steps 
needed to be taken to make 
this possible were now being 
examined, the fliwruy minis- 
try said. 

Mr Gfinter Rexrodt, eco- 
nomics minister, said yester- 
day's cabinet decision would 
significantly improve the 
level of private sector 
involvement in public sector 
projects, in which Germany 
still trails other countries. 

The cabinet’s approval of 
the investment proposals 
comes at a time of rising 
unemployment in the con- 
struction sector and demon- 
strations by building work- 
ers in Berlin. Industry 
officials predict that the sec-" 
tor vrOl decline by 2-5 per 
cent this year, and that 
70,000 jobs could be lost 

The decline has been par- 
ticularly noticeable in east- 
ern Germany, where until 
recently the construction 
sector was the motor of eco- 
nomic recovery in the 
region. Bat because many 
projects initiated immedi- 
ately after unification with 
the west in 1990 have now 
been completed, building 
activity in the east has 
started to decline. In a study 
published yesterday, the Ifo 
economics institute forecast 
that investment in the con- 
struction sector in the east 
would fid) from DMH7_3bn 
in 2996 to DMZ24.6bn fn 2000. , 


New Italy 
budget 
needed 
for Emu 

By Robert Graham in Rome 

Italy's centre-left 
government will be obliged 
to introduce a spring mini- 
budget, finding up to 
L16,000bn (S9-4bn), to stake a 
claim to join the single Euro- 
pean currency. 

The precise size of the 
overshoot on the target of 
bringing the deficit down to 
LSQJJOObn should be known 
later this week, when the 
treasury publishes the quar- 
terly public accounts. But 
already, reports are dreulat- 
ing that the current trend in 
spending and receipts will 
produce a deficit of 
L74^00bn-L76,D00bn, equiva- 
lent to almost 99 per cent of 
GDP. This compares with 
the 8 per cent of GDP target 
laid down by the Maastricht 
Trtaty. 

If this figure is confirmed, 
Mr Romano Prodi’s govern- 
ment will face a tough task 
in trying to find a politically 
acceptable package. The dif- 
ficulty of forging a consen- 
sus within the government 
majority - combined with 
market nervousness about a 
delays to European mone- 
tary union - has already led 
to growing pressure an the 
Hra. 

Yesterday the lira fell to 
LI, 006 against the D-Mark, 
despite . intervention from 
the Bank of Italy. This was 
its lowest level since it 
rejoined the European 
Exchange Rate Mechanism 
late last year at a central 
band of L990. 

Officials have predicted 
since early January that a 
mini-budget would be neces- 
-sary. Receipts have -been hit 
by the continued stagnant 
state oT the economy, 'still 
growing year-on-year at no 
more than 09 per cent On 
the spending side, there 
have been unexpectedly high 
transfers to regional authori- 
ties and extra costs in the 
health system. But even 
without these burdens, the 
present 1997 budget Is 
unlikely to have been suffi- 
cient to reduce the deficit to 
& per cent of GDF. 

■Mr Prodi has made himself 
a hostage to fortune by 
promising the hardliners 'In 
Reconstructed Communism 
not to cut social spending or 
introduce new takes. 

. The treasury is already 
fcnpoeing a severe squeeze. 
Mr Carlo Azeglio CSampi, the 
tresstur minister, last week 
held up approval of funds to 
aid -employment because 
there.-waa Inadequate cover, 
even though they had 
received the endorsement of 
the party loaders backing 
the government. This skir- 
mish over Jobe has provided 
a foretaste of the 
ahead. 


Economy 
set to 
overheat, 
Oslo told 

By Greg Mchror 
In Stockholm 

The - Organisation^ - for 
Economic Co-operation and 
Development yesterday 
called on Norway to tighten 
fiscal and monetary policy, 
warning that its oil-rich 
economy was in danger of 
overheating. 

Norway has been among 
Europe's most dynamic 
economies in the past few 
years as booming revenues 
from offshore oil and gas 
revenues have spurred buoy- 
ant gross domestic product 
growth and yielded a big 
current account surplus. 

The OECD, in its annual 
survey of the Norwegian 
economy, predicted that 
GDP growth - which aver- 
aged 49 per cent from 1994 
to 1996 - would slow to. 3 
per cent this year and 2-3 
per cent in 1998. 

But it said unemployment 
of 4.6 per cent at -the end of 
1996 was below “equQib- 
rium" level. Companies in 
several industries were find- 
ing it increasingly difficult 
to hire suitably skilled 
workers, and upward pres- 
sure was likely to be build- 
ing on wages. 

A 4 per cent rise in wages 
last year easily outstripped 
a L3 per cent rise in domes- 
tic prices, resulting in the 
highest increase in real 
earnings since the mid-1980s 
boom, the OECD said. 

Tbe report forecast wage 
inflation would nudge up to 
5 per cent year while 
consumer prices would 
increase only by 2 to 3 per 
cent. “The current macro- 
economic policy frame- 
work. . -is coming under 
strain now that the risk of 

inflationar y tensions is ris- 
ing;" it said. 

The OECD praised Norwe- 
gian efforts to boost skills 
levels through investment 
in traiuingi but said new 
ways to improve labour sup- 
ply were needed. 

ft recommended raising 
the retirement age and 

avoiding any reduction in 
working hours. 

Norway's Social Demo- 
cratic government, alert to 
the risk of economic over- 
heating, has resisted the 
te m p ta tion to relax spend- 
ing constraints and has 
maintained a tight fiscal 
grip. 

Its 1997 budget envisages 
a surplus of more than 6 par 
cent of GDP, with the excess 
cash channelled into a 
Petroleum Fund to cover 
pension liabilities and other 
Investments when offshore 
revenues slow next century. 

However, the OECD said 
further reductions in spend- 
ing were needed to restrain 
the strength of the krone. 


Jospin unveils growth policy to aid young jobless 



Jospin: blamed government 


By David Buchan in Paris 

France's opposition 
Socialists yesterday unveiled 
“a new growth policy" to 
pump up demand and reduce 
youth unemployment as 
their mam economic weapon 
for next year's parliamen- 
tary elections. 

Blaming the Gaullist-led 
government for “breaking 
the recovery". Mr Lionel Jos- 
pin, the Socialist leader, 
complained that Prance's 
1997 “public deficits - in 
spite of accounting tricks of 
unprecedented magnitude - 
will probably be nearer 3£ 
per cent [of national output] 
than the S per cent” needed 
to qualify for European mon- 


etary union (Emu). 

While saying he did not 
favour delaying Emu, Mr 
Jospin told a press confer- 
ence that the issue of 
whether Italy, Spain- Portu- 
gal “and Britain, if it 
wishes" would be founder- 
members of the single cur- 
rency was “crucial"- But he 
singled out Italy to say that 
he could not conceive of 
Emu starting without it 
after the “exceptional 
efforts" now being made by 
the centre-left Prodi govern- 
ment 

Tbe decision on who par- 
ticipates In Emu is likely to 
be made just after March 
1998 elections in France, 
which the left could win. 


The Gaullist President Jac- 
ques Chirac and the prime 
minister, Mr Alain Jupp£, 
have recently seen their poll 
standing improve, but their 
chances of holding on to gov- 
ernment could be compli- 
cated by the rise of the far- 
right National Front 
Last December the Social- 
ists made a promise to put 

700,000 young people into 

jobs over two years. This 
was widely regarded as 
Incredible and too expensive. 
Returning to tbe attack yes- 
terday, Mr Jospin claimed 
the French economy was 
potentially capable of grow- 
ing at 3 per cent or more 
from 1996 onwards, and that 
a Socialist government could 


pat 350,000 young people to 
work in the public sector at 
no extra cost, by simply con- 
verting FFr64bn (Sllbn)- 
worth of welfare charge 
reductions into direct job 
subsidies. 

The Socialist leader 
pledged that, if his party 
won power next year, it 
would pass legislation to cut 
the standard working week 
from 39 to 35 hours over two 
to three years. This would be 
done “without any loss of 
pay", and would therefore 
raise hourly wage rates. Mr 
Jospin said. 

Heading the list of new 
proposals yesterday was a 
sweeping reform of France's 
FFrl40bn-a-year health 


insurance charges. Mr Jos- 
pin proposed to put more of 
this burden on higher-in- 
come groups by levying 
health charges on savings 
and investments as well as 
salaries, and less on the 
poorer, who would therefore 
have more to spend. 

Mr Jospin also said his 
party would halt the privati- 
sation of the Thomson elec- 
tronics group, if it was still 
incomplete by the time the 
Socialists arrived in power. 
But only in the case of the 
imminent partial privatisa- 
tion of France Telecom 
would a Socialist govern- 
ment actually seek to 
reverse the Juppe govern- 
ment's action. 


Independence for French bank regulators urged 


By Andrew Jack In Paris 

France’s banking regulators 
should be granted acMitirmwi 
powers and be made more 
independent from the gov- 
ernment, a senior Gaullist 
politician recommended yes- 
terday. 

Mr Philippe Auberger. a 
member of the r uling centre- 
right RPR party, called for 
the French treasury to lose 
its seat on the six-member 
board of the Banking Com- 
mission, and said additional 


places should be allocated to 
banking professionals and 
businessmen. 

He argued that in view of 
the need for “independence" 
and the declining number of 
state-owned hanks, the head 
of the Treasury should no 
longer be present on the 
board, which also includes 
the governor of the Bank of 
France, three senior civil 
servants and two other qual- 
ified individuals. 

He also said the board 
should become more 


involved in closely supervi- 
sing banks, rather than dele- 
gating this role to the secre- 
tariat of the commission, 
mostly comprising officials 
from the Bank of France. 

The proposals, which draw 
on healings held last year by 
a committee on banking 
supervision of the National 
Assembly, will add further 
pressure far a restructuring 
of the country’s system of 
banking regulation in the 
wake of a series of huge 
losses in the sector. 


Politicians called for 
changes to the operations of 
the Banking Commission as 
part of a series of reforms 
after huge losses emerged at 
the state-owned bank Credit 
Lyonnais in 1994. 

Critics have argued repeat- 
edly that the Commission 
failed sufficiently rapidly to 
spot the problems at the 
bank, as well as at a number 
of other troubled institutions 
including Comptoir des 
Entrepreneurs and Banque 
Pallas Stem, which has been 


placed into liquidation by a 
French court. 

Mr Jean Arthuls, econom- 
ics and finance minister, 
recently told the National 
Assembly finance commis- 
sion he supported a series of 
modifications already being 
put in place for the Bantting 
Commission, including hir- 
ing of more inspectors, 
drawn from a wider range of 
backgrounds. 

Mr Auberger held back 
from calling for significant 
reform to article 52 of the 


Banking Act. a controversial 
section allowing the gover- 
nor of the Bank of France to 
“invite” shareholders in a 
bank to recapitalise it in the 
case of financial difficulties. 

However, he called for a 
new national system of 
depositor protection which 
would cover all the French 
financial institutions, replac- 
ing the different systems 
which exist for commercial 
banks, specialist institu- 
tions. mutuals and other 
groups. 
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It’s tpe perfect gameplan for a 
premier league business location. 

(No own goals. No penalties. No extra time.) 


CNT can put you in touch with some of the best business 
locations in the UK. All are perfectly placed on rail and motorway 
networks giving -fast access to the country's key 
industrial and commercial markets and to 
airports and seaports. 

All offer an enviable quality of life 
with good affordable housing, no 

Cli tent# for our far 

i 44 ^GuAm Rd 0 c a ^ commuting problems, excellent 

mriraa ty t nrepaukm : uyn& 

schools, higher education and surrounded by unspoilt 
countryside. By talking to the team at CNT about land and premises 




currently available in Milton Keynes, Northampton, Peterborough, 
Preston, Telford, Warrington or one of our other 13 locations, you 
certainly won't be time-wasting. 

They'll give you direct access to a massive property portfolio 
plus free and impartial professional advice on planning, legal matters, 
grants and other aspects of relocation. 

And they're often able to arrange fast-track planning 
approval to match your precise business needs. To find 
out more about how they can put you on the winning side, 
talk to CNT on 0800 721 721. There is no substitute. 


Call 0800 721 721 

JSmofi: m ur ke un g&Gttor£ui. Internee hapj/www. 

Milton Keynes • Northampton • Peterborough • Preston • Telford • Warrington 
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NEWS: ASIA-PAGfFIC 


North Korean defector flown to Manila 


ASIA-PACIFIC NEWS DIGEST 


By John Burton in Seoul, 
Tony Walker in Beijing 
and Justin Marozzi in Mania 


Mr Hwang Jang-yop, the first 
official to defect from North 
Korea's secretive inner circle, yes- 
terday took a step closer to reach- 
ing South Korea after he left his 
Chinese sanctuary for the Philip- 
pines, ending a tense five-week 
stand-off in Betfing. 

Mr Hwang left for Clark airbase, 
north of Manila, In a chartered Air 
China aircraft In Manila, military 
officials said Mr Hwang bad been 
taken by helicopter to Baguio, 125 
miles north of Manila. Baguio is a 


leading mountain retreat in the 
Philippines, and home to a presi- 
dential mansion. 

The Philippine foreign secretary 
said his government had given 
approval for the transfer of Mr 
Hwang to the Philippines in transit 
to South Korea. 

A terse dispatch from Xinhua, 
the o fficial Chinese news agency, 
said the issue had been dealt with 
according to "International law 
and practice”. 

Mr Hwang's convoluted journey 
appears to be part of a Chinese 
plan to avoid the defection further 
harming the already tense rela- 
tions between the two Koreas. 


Beijing is believed to have 
extracted a promise from Seoul 
that it will not exploit Mr Hwang's 
defection to antagonise North 
Korea, its long-time ally, with his 
stay in the Philippines to serve as 
a cooling-off-period. 

"1110 Chinese have not done too 
badly on this,” said one western 
official in Beijing. This is a bit of a 
face saver for the North Koreans, 
but it’s pretty transparent" 

China was embarrassed when 
South Korea revealed the defection 
only hours after Mr Hwang entered 
Seoul's consulate in Beijing on Feb- 
ruary 1 2. It broke a longstanding 
rule that North Korean defections 


to China would sot be disclosed, 
which would place Beijing in an 
awkward position between its old 
communist ally and new capitalist 

partner. 

Pyongyang's security agents had 
menaced the South Korean con- 
sular office in Beijing's diplomatic 
district where Mr Hwang had 
taken refuge, but dispersed after 
china made dear its displeasure 
and stiffened se c urity . 

In Seoul yesterday, the foreign 
ministry said Mr Hwang's release 
bad been negotiated on the princi- 
ple that it would help contribute to 
"peace a-nd stability on the Korean 
peninsula”. Mr Hwang had said he 


wanted to defect to South Korea in 
a desperate effort to promote rec- 
onciliation between the two Koreas 
by holding talks with officials in 
Seoul. 

Whether South Korea will be 
able to adhere to its promise not to 
use Mr Hwang for propagan d a pur- 
poses remains uncertain. The 
Agency for National Security Plan- 
ning, South Korea's hardline intel- 
ligence service, may have difficulty 
resisting the temptation to feed 
sensational tidbits to the media as 
it debriefs Mr Hwang, who is con- 
sidered a gold mine of information 
on the inner workings of North 
Korea. 


in racing scandal 


Japanese miners bow to the inevitable 


Hong Kong’s anti-corruption agency yesterday charged, 
five people with illegal betting in the territory’s biggest ' 
horse-racing scandal for more than a decade. After ■ 
hearing the charges, the flrstbrought in a high-profile 
operation launched last Sunday, aB five pleaded not 
guilty and were freed 00 bail* Two of the accused were 
Malaysian citizens and the others Hong Kong residents. 

The charges came after 37 arrests by the Independent 
Commission Against Corruption (ICAO, the territory's 
anti-corruption watchdog. The arrests included jockeys, 
trainers and three staff members of the Hoag Kong 
Jockey Club, which has a monopoly on gambling in the 
territory. The 1CAC gave few details of tha probe, but said 
it had freed 19 of those detained: 

Jockey Club revenues from races and other gambling, 
operations totalled more than HKSSQhn (US$i&3bn> last 
year, much more than the annual sales of Hong Kong’s 1 

biggest business groups. John Ridding, Rang Bang 


T he formerly bustling 
offices of the main 
trade union at Miike 
Mine, Japan's largest and 
oldest coal pit, are deserted 
but for a few dusty boxes of 
files and Kenzo Yamada. the 
union’s general manager. 

Mr Yamada is at his desk, 
working on the last and sad- 
dest job of his 27-year career 
at Miike. He is negotiating 
severance packages for the 
1,170 workers who will be 
dismissed when the pit 
closes at the end of this 
month, finding more than a 
century of industrial history. 
Then, the 300km of shafts 
and tunnels beneath Omuta, 
a sleepy coastal town in 
southern Japan, will be 
flooded and Mr Yamada will 
he applying for a clerical job 
in local government. 

The break with an indus- 
trial past is significant, not 
just for Mr Yamada and his 
colleagues, but for Omuta - 
whose fortunes have ebbed 
and flowed with those of the 
mine for the past 124 years - 
and for Japan. Just as signif- 
icant is the calm with which 
all involved accept their fate. 

Large parts of Japanese 
heavy industry have been 
dosed, or moved to cheaper 
countries in east Asia, at a 
growing rate over the past 
two decades, as new foreign 
competition has forced 


William Dawkins witnesses the demise of another of the country’s heavy industries Zhao ‘criticises leadership’ 


Japans closing the pits 


Domestic coal production -(rrtlSon tonnec^ . 
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uncomfortable choices. 
Miike is an extreme exam- 
ple. 

It costs three times as 
much to dig coal from the 
deep, unstable deposits 
under Omuta ’5 beaches as to 
import it from Australia. 
Japanese power companies 
were until recently prepared 
to abide by an unwritten 
agreement with the Ministry 
of International Trade and 
Industry (Miti) to buy 5 per 
cent of their coal from 
domestic mines. 


They never liked having to 
pay so much to support the 
coal industry and finally 
balked last year, with the 
backing of Mr Ryutaro 
Hashimoto, the prime minis- 
ter. 

Hie premier has promised 
to cut Japanese electricity 
prices - by about 20 per cent 
- to world levels in the next 
five years. Miike ’s owners, 
Mitsui Coal and Minin g, 
could not afford to keep the 
mine open and cut prices. 

After the closure of Miike. 


Japan will have a negligible 
coal industry, just two small 
pits in Hokkaido in the 
north and Nagasaki in the 
south, down from a peak of 
680 in I960. 

"We knew several years 
ago that closure was inevita- 
ble. There is just no point in 
trying to resist ...” says Mr 
Yamada. The union’s atti- 
tude of resignation is all the 
more remarkable from an 
organisation which in 1959 
and 1960 held the longest 
strike - 282 days - in Japa- 
nese history, an ultimately 
fntile attempt to stop job 
losses. 

Lear ning to accept the 
inevitable has not been easy. 
Coal has been mined at 
MtHco since the 15th t ^o t w r y 
and coal Is part of the cul- 
ture. The mine supplied the 
end-of-l9th-century race for 
industrial growth, the war 
effort and post-war recon- 
struction. It was the site of 
Japan’s worst mining acci- 
dent, when 458 died in an 
underground explosion in 
1963. An oil painting of the 
tragedy hangs in the lobby 
of the union office and 
almost everyone in town 
knows an injured surv i v o r. 

The crude economic 
impact of industrial de clin e 


wilt, as always in Japan, be 
softened by generous state 
and company handouts. All 
redundant workers have 
been offered jobs, plus a pen- 
sion worth just over half 
basic wage, and those still in 
company housing have been 
offered an alternative. The 
problem is that they are aQ 
local people and only half 
the new jobs on offer are in 
Omuta. 


T he paucity of new 
local jobs Is not sur- 
prising. Omuta has 
beat in economic derltne for 
years. Its population is now 
just 140,000, a third below 
the 1980s peak, a conse- 
quence of successive job cuts 
at the mine. Ex-pit workers 
have been found the usual 
unproductive service jobs 
reserved for their kind, such 
as the local "Mitsui Green- 
land" theme park. But there 
is little room for mare. 

The answer, says Mr Tak- 
eshi Kurihara, Omuta’s 
mayor, is to create economi- 
cally sustainable jobs, rather 
than throw money at more 
them e parks as other areas 
hit by industrial decline 
have done. It will be a 
long-term project to restore 
the 10 per cent of Omuta’s 


economy removed by the 
mine closure. 

The city government has, 
in response, accelerated a 
Y59bn (J478m) local develop- 
ment plan for a technology 
park, conversion of the 
mine's seaport to general use 
and highway improvement 
Hie cost is shared with cen- 
tral government 

The terminal demise of 
coal has been an unques- 
tioned and hence consistent 
part of government energy- 
policy for more than a 
decade. Miti has had eight 
programmes for coal since 
2963. of which the current 
one, covering the 10 years to 
March 2002, is destined to be 
the last 

Meticulous planning goes 
right to the local grass roots. 
Omuta’s present mayor, for 
instance, used to be the Miti 
official in charge of redevel- 
oping former coal regions. 
He was invited to join the 
town hall by a previous 
mayor three years ago. in 
expectation rtf Miike's end. 

Nothing in the step-by-step 
execution of Japan’s coal 
industry has been left to 
chance, although that has 
not been able to dispel the 
air of melancholy in Omuta’s 
tidy, deserted streets. 


Mr Zhao Ziyang, China's purged former communist party 
chief, has challenged Beijing's leadership to speed 
political and economic liberalisation, according to Hong 
Kong newspaper reports. Apple Daily and Hoag Kong 
Economic Journal published extracts of what purported 
to be a document sent to the party’s politburo by Mr 
Zhao, 77, who lives under house arrest in Beijing. 

Mr Zhao reportedly urged foe party to accelerate moves 
towards democratic institutions; needier privatisation of 
state enterprises, and criticised "inadequate” efforts to 
overhaul the political system, calling for more direct 
elections. Tony Walker. Bering 


Money growth rate slows 


Japanese money supply growth slowed in February, 
consistent with a widely expected 1997 deceleration of the 
economy. The benchmark measure of M2 plus certificates 
of deposit grew 3 per cent year-on-year in February, down 
from a revised K2 per cent in January, the Bank of Japan 
announced yesterday. Gross domestic product is in line to 
grow by at least the government’s target rate of 2.5 per 
nmt in the fiscal year ending this month. 

But a sales tax increase next month is widely expected 
to bring a pause in domestic demand, foreshadowed in 
tills latest money supply data. William Donkins, Tokyo 


Blow for Manila exchange 


The Philippine Securities and Exchange Commission is to 
withhold self-regulatory status from the Philippine Stock 
Exchange until it has filled key vacancies caused by a 
flurry of resignations, the SEC said yesterday. The move 
is another blow to the exchange, still reeling from the 

r paignntinng of key officials . 

■ The Philippine trade deficit continued to grow in 
January, up 40 per cent year on year from 3816m to 
$l.l45bn, according to government figures released 
yesterday. , Justin Marozd, Manila 


Steps promised to bring land prices back to ‘reasonable levels’ 

Japan to boost property market 


Pay deals show talks trend 


By Mtctvyo Nakamoto in Tokyo 


By WHEam Dawkins in Tokyo 


Mr Ryutaro Hashimoto. 
Japan’s prime minister, yes- 
terday ordered the finance 
ministry to announce by the 
end of this month long- 
awaited proposals to stimu- 
late the property market, 
widely seen as a drag on eco- 
nomic growth. 

Mr Hiroshi Mitsuzuka, 
finance minister, gave no 
details, beyond saying he 
expected to produce mea- 
sures to bring land prices 
back to “reasonable levels". 
The Nikkei 225 share index 
yesterday rose 2.17 per cent 
to 18.445.20, led by property 
company shares. 

The package is widely 


expected to include a pro- 
posal to lift the present 
curbs on securitisation of 
property related loans: the 
issue of securities backed by 
real estate held as debt col- 
lateral. In theory, that could 
make it easier for banks to 
convert bad debts into cash. 

Commercial property 
prices have fallen 70 per cent 
from their 1991 peak, foe 
independent Real Estate 
Research Institute said. This 
fall has been a factor in the 
continuing weakness of the 
banking system, burdened 
by non-performing loans 
taken out to buy overvalued 
buildings in the 1980s. 

Analysts warned it would 
be hard to persuade inves- 


tors to buy securitised prop- 
erty loans, unless they were 
government guaranteed or' 
included generous tax incen- 
tives. Yields on high quality 
commercial properties in 
central Tokyo are now about 
5.6 per cent, more than twice 
the Z2 per cent on a 10-year 
Japanese government bond. 
Yields on a package of 
poorly tenanted properties 
would be far lower. 

The package is likely to 
ease rules allowing develop- 
ers to buy plots of adjoining 
land, at present impeded by 
legal and tax restrictions, 
and allow an easing of curbs 
on plot ratios, the amount of 
building permitted In a 
given area. Large tracts of 


Tokyo are thought too 
expensive to develop because 
they consist* of hundreds of 
cottage-sized plots, a conse- 
quence of high capital gams 
taxes which have discour- 
aged landlords from selling. 

All the measures have 
been discussed by finance 
ministry groups for some 
time. “Some room" existed 
far optimism that this latest 
push from the prime minis- 
ter could turn, them into 
reality, said Mr Steven 
Weiler of Jardine Fleming 
Securities in Tokyo. 

However, securities ana- 
lysts counselled caution over 
whether the impending 
package would mark real 
progress. 


Japan's spring labour offensive 
reached a. . peak yesterday with, 
benchmark industrial companies 
agreeing wage deals that highlight the 
disintegration of the traditional 
system of industry-wide pay 
negotiations. 

Companies in the four leading 
industrial sectors of car, steel, 
shipbuilding and electronics agreed 
increases reflecting the beneficial 
impact of the yen's weakness and 
restructuring efforts on corporate 
performance. However, the extent of 
pay increases differed from company 
to company. Toyota, Japan’s largest 
carmaker, underlined the widening 
difference in performance by agreeing 
a 2JJ3 per cent wage rise, an average 
T9.400 (576) a week, that surpassed 
even the labour union’s expectations. 

The increase at Toyota, which is 


considered an industry pace-setter, 
influenced negotiations at other, 
companies. Honda, which is expected 
to report.- record earnings this year, 
fncreasednts atfedage pay rise to close 
the gap with Toyota and agreed to the 
frill increase in bonuses demanded by 
its union. 

Wage increases were also agreed at 
leading steelmakers, shipbuilders and 
electronics companies which have 
benefited from the weakness of the yen 
and restructuring efforts. 

Steel companies, which had kept 
wages flat in 1995. agreed to increases 
for the second successive year while 
electronics companies also increased 
wages in spite of a- downturn in 
semiconductor prices which has hit 
some of them batfly- 

However, in contrast to tradition 
which kept wage Increases uniform 
across industry sectors, there was 
increased evidence that this 


NOTICE TO HOLDERS OF BEARER SHARE 
CERTIFICATES - PAYMENT OF COUPON NO. 1 9 


With rcicrcnce to the nonce of fntil dividend advertised in die press 
on March 12. I*N7 the following inlomwrion u published for the 
ptaduDcr of boWcrs of better durc certificate. 

The ifividend of 42 cents was declared in United States currency The 
drwiatd niQ be (Mid on or after May li\ 1997. apansr surrender of 
Coupon No. 19 detached ban barer dure certificates as ibdovc 
tal at the offices of the Corporation 5 Continental paying agents. • 
Banqur Generslc Ju Luxembourg CredrtduNord 

90. avenue ). F. Kennedy 39, rue Jes Mazhurins 

L • ^9J1 Luxembourg 73008 Pons 

Grand Duchy of Luxembourg France 

(b) as the Registrar's Depattman of The Royal Bank of Scotland Pic. 
Bret Floor. '■ 10 Great Tatra: Street. London EOF 3ER Unica 
persons depewting coupons at such office ropiest payment ui 
Unired States dollar* (in which cose they aunt comply with any 
applicable Exchange Control rcpiLuierel, payment will be made 
in United Kingdom currency other. • 

(i) in respect of coup ons lodged on or pnor m May 9, 1 997 . a dte 
United Kingdom currency cguuxifcnr at the United Suits 
currency value of the dividend oa April 29. 1997 ; or 
(Id in respect of coupons lodged on or aba- May 12. 1997. at the 
prevailing rote of acdiunge on the day die proceeds ire 
resumed 10 the Rcgw*rg Department ot TVc Royal Book of 
Scotland Pic m London. 

Coupons must be Ic6 lor ai least four dear diy* tor enmmatkm (eight 
days if payment in United Scares currency to been requested) and may 
be ^ presented any weekday I Saturday except ed> beevram tbe bouts of 
10 tun. and 3 pan. 

United Kingdom income lax wiD be deducted from payments to any 
person in the United Kingdom in tespecr of cw^sons dqxjshd at the 
Scsfcnur s Department of Tbe Royal Bank of Scotland Pic in London , 
unless such aupm are accompanied bv Inland Revenue non- 
residence declaration (otto. Where nidi deduction is mode the net 
tsmoutu of die dividend, after deducting United Kingdom Income Tax 
at 20% \riO be 3)o cents (United Stales) per shore. 

In tbe case ai payments nude in United Kingdom currency the sterling 
MUtotent of the net dividend triD be calculated in accordance with 
stnvporagroph (bl above. 

From May Uv 1997 a tyc o uponipg of Minora bea r er share* wS take 
place nefiactiai die fact that anting coupon dmns wS be exhausted 
ia&Dwhtg the payment of Dividend NaJ9. At the seme ume new bearer 
straocrt ifi cst ci will be issued, replacing those euaenriy la atocavc. 
1° acenwtoce whfa the reynblmt at Lratmbo a rg Swwfc E«-hany , 
ooh new bemc etwee eotificates M deKBbed those. viB be aecxpmd 
for Dtufinj oa the lanbaig Stock Fariimgs after June lb, 1997. 

Hie new besrer shire certificates and coupon sheets vrUl be tsttsed by 
the Cotpmto's principal paying agent, Bonqur Gtode do 
Luxembourg, or its sub-paying agents Cleft da Nod or Royal Beak 
of Scotland Pfc. as appropriate, at the addresses detailed shore, fa 
exchange of the origins! bearer share certificates together wish Taka 
No. I Attached thereto. 

Copid at die Annua] Report of Minoreo fonheyar 10 December 31. 
1996 will be available (wot die Registered Office of die Corpo rat ion 
and die rtSces of die winj; agent referred 10 abow on or about 
April 4, 1997. 

By Order of the Board 

N. Jordan. Seetetary March 19. 1997 
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Australia backs government 

PNG military 
chief resigns 


Pakistan acts 
to prepare 
bank for sale 


By Nikki Tait in Sydney 
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Brigadier General Jerry 
Singirok, who earlier this 
week triggered a political 
crisis in Papua New Guinea 
by calling for the resignation 
of Sir Julios Chan, the prime 
minister, yesterday stood 
down as head of the coon- 
try’s defence forces. 

But the former army chief 
insisted that he would con- 
tinue to press the govern- 
ment over its estimated 
A$35m (US$28m) contract 
with Saruffine International, 
a foreign military consul- 
tancy brought in to train 
PNG soldiers in Wewak for 
combat in the long-running 
guerrilla war with secession- • 
ist rebels on Bougainville 

klani] 

“The issue of Sandline is 
I not closed . . . What this gov- 
i eminent is doing is wrong as 
, it has mortgaged the country 
to foreigners at the expense 
of 4m Papua New Guineans 
he said. 

Mr John Howard, prime 
minister of Australia, which 
administered PNG before its 
independence in 1975, rallied 
to the defence of Sir Julios, 
denouncing Brig Gen Singi- 
rok’s actions and saying that 
PNG’s adherence to strong 
democratic traditions had 
been one of its hallmarks 
since independence. 

The supportive stance con- 
trasted with the recent bitter 
rift between the two coun- 
tries over PNG’s use of mer- 
cenaries. 

Australia remains a big 
aid donor to the financially 



By Farhan Bokhan 
in Islamabad 



Chan; row over mercenaries 


strapped country, supplying 
around A 5300m a year. 
About. 10,000 Austr alian s 
wort: in PNG, notably on 
resource-related projects. 
Long before the mercenaries’ 
arrival, relations between 
the two neighbours had 
become strained, with PNG 
increasingly resentful of 
Australia’s desire to tie aid 
to specific projects - a move 
seen as paternalistic. 

On the stock market, 
shares in resource compa- 
nies with exposure to PNG 
stabilised yesterday, follow- 
ing their sharp sell-off on 
Monday. Oil Search rose 10 
cents to AS2.70 while Uhtt 
Gold closed up 2 cert s at 
A$2.12. Orogen Minerals, 
formed to hold the PNG gov- 
ernment’s stakes in various 
resources projects and then 
partially privatised, was 
steady at A£L20. 


A senior Citibank executive 
is expected formally to take 
charge of Habib Bank, Pakis- 
tan’s largest public sector 
bank, to prepare it for priva- 
tisation. 

The appointment of Mr 
Shaukat Tareen. expected to 
take up his post next week, 
reflects the determination of 
Mr Nawaz Sharif, tbe prime 
minister, to press ahead with 
reform of the country’s 
deeply indebted banks and 
public sector companies, offi- 
cials said. 

Pakistan's public sector 
banks are reeling under the 
burden of more than 
Rsl30bn ($3.25bn) worth of 
bad debts. Habib has been 
scheduled for sell-off for the 
past two years but the sale 
has consistently been 
delayed. - 

Mr Tareen, a Pakistani 
national at present country 
head of Citibank in Thai- 
land, is the first Pakistani 
expatriate to have accepted 
tbe job of heading a large 
public sector enterprise 
since Mr Nhrwaz won elec- 
tions in February. 

He Is understood to have 
accepted the position only 
after receiving official assur- 
ances he would be given a 
free hand. This would 
Include the freedom to hire 
and fire, and restructure the 
bank. Pakistan's caretaker 
government, which banded 
over power last month, had 
earlier announced the set- 


ting up of a Resolution Trust 
Corporation modelled on tbe 
RTC in the US which 'dealt 
with the savings ami loan 
crisis in foe late 1980s. 

However. Pakistan's RTC 
plan has already hit prob- 
lems, partly because of foe 
country's failure to convince 
foe World Bank to extend a 
6200m loan for the project 

Mr Tareen ’s appointment 
comes as Pakistan is anxious 
to demonstrate to the IMF 
its commitment to bold eco- 
nomic reforms. A fund mis- 
sion is in Pakistan this week 
for discussions about the 
future of n $33 1m standby 
loan agreement. 

Doubts have been raised 
over relations with foe Fund 
after Pakistan failed this 
year to improve its tax col- 
lections and narrow the fis- 
cal deficit to 4 per cent of 
gross domestic product, the 
target agreed with tbe IMF, 

It is not dear yet if other 
Pakistani nationals working 
outside the country will be 
appointed to similar posi- 
tions. though some are 
understood to have been 
approached. "The govern* 
meat has begun a worldwide 
talent hunt among Pakis- 
tanis but no definite appoint- 
ments are planned yet," an 
official said. 

Mr Sharif has appealed to 
Pakistani expatriates to 
remit savings to Pakistan, in 
an attempt to boost foreign 
exchange revenues and 
engage the Pakistani dias- 
pora, in turning around tbe 
country's parlous economy- 
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industry-wide solidarity is breaking 
down. 

Mitsubishi Heavy, the shipbuilding 
industry leader, agreed a Y9.000 
increase that was supported by firm 
profits. Other shipbuilders, such as 
Ishikawajima Harima Heavy 
Industries, settled for an average 
Y8.700 increase. 

The wage increases at the leading 
m anufa ct urers, which will have a big 
impact on negotiations at smaller 
companies, come as the Japanese 
employers' association has been 
urging companies to restrain pay rises 
in order to regain manufacturing 
competitiveness. 

Mr Jiro Nemato, chairman of the 
Japan Federation of Employers' 
Associations, said yesterday that, at 
Y120 to the dollar, wage levels In 
Japan were at a par with those in 
Germany but significantly higher than 
in the US and the UK. 
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Barshefsky urges action on trade links 


By Nancy Dunns in Washington 

The US Is in danger of abdicating 
its leadership role in opening for- 
eign markets, and allowing others 
to seize the initiative in fa wning 
exclusive trade alliances, Ms Charl- 
ene Barshefsky, US trade represen- 
tative designate, yesterday told a 
congressional subcommittee. 

In a day of hearings over the 
future of US trade policy, Ms Bar- 
shefeky asserted the need to forge 
a consensus on the relationship 
between trade, labour standards 
and environmental protection 
within the US. Stalemate over this 
relationship has prevented Con- 
gress from giving President Bill 


Clinton the “fast-track" negotiating 
authority he needs to negotiate 
new trade liberalisation pads. 

Under the fast-track authority, 
the administration negotiates the 
details of trade agreements. Con- 
gress can approve or reject. the 
agreements, but not amend them. 

“We must recognise the dangers 
of inaction," Ms Barshefcky said. 
"In every region of the world, gov- 
ernments are pursuing strategic 
trade policies, and in some cases , 
preferential trade arrangements, 
farming relations around us rather 
than with us, and creating new 
exclusive trade alliances to the 
potential detriment of US prosper- 
ity and leadership." 


US companies were already see- 
ing evidence that their competitors 
were reworking the rules to their 
own advantage, she said. Northern 
Telecom recently beat US compa- 
nies to a S200m telecommunica- 
tions equipment contract partly 
because the Canadian-ChOe bilat- 
eral free trade pact gave the Cana- 
dian company a 920m price advan- 
tage. "We will suffer that handicap 
again and again, in country after 
country, if we do not stay in the 
game of opening markets far our 
companies and workers.” she said. 

Ms Barshefsky did not present a 
formal proposal for trade negotia- 
ting authority, but expects to 
deliver one next month. 


She acknowledged yesterday that 
bilateral free trade deals with one 
or two countries in Asia might 
advance the momentum towards 
trade liberalisation in the Asia- 
Pacific region. She made clear that 
the administration would seek to 
attract Democratic support with 
provisions on labour and environ- 
ment, although Republicans gener- 
ally oppose these. 

"There is no substitute for build- 
ing a consensus at home behind a 
strategy to advance our objectives 
on core labour standards and envi- 
ronment protection," she said. 

*7 am also certain that we will 
not convince other nations to 
improve their labour standards or 


environmental protection by deny- 
ing the president the ability to 
negotiate trade agreements with 
them." 

Congressman Peter Visclosky, an 
Indiana Democrat and “an increas- 
ing doubter on fast-track.” urged 
the administration to give worker 
rights top priority in future trade 
negotiations. He urged the White 
House to convene an international 
summit on the relationship 
between trade and Latemationalla- 
bour standards. 

Business lobbyists also expressed 
concern yesterday that the US was 
falling behind, while US trading 
partners were aggressively negotia- 
ting agreements 


Canaries try 
to build on 
tourism law 



Maspafomas: coastlin e been scarred by the increasing demands of tourism 


T ourists in the Canary 
Islands have been 
known to spend a 
week without straying off 
the path from their room to 
the pool. The majority of the 
9m holidaymakers who visit 
the Spanish province located 
off the south-west coast of 
Morocco go only to enjoy the 
warm temperatures -during 
the northern European win- 
ter. 

Now local planners and 
business people are becom- 
ing increasingly concerned 
at the development of a tour- 
ism monoculture where 
attractions and facilities out- 
side the coastal hotels are 
not supported. 

Local authorities attend- 
ing an international confer- 
ence on tourism and natural 
areas in Las Palmas, capital 
of Gran Canaria, recently 
undertook to reverse the 
trend of uncontrolled devel- 
opment of the past 20 years. 

Investment in tourism 
infrastructure is concen- 
trated on the coastlines of 
the busiest islands - Gran 
Canaria. Tenerife and Lanza- 
rote. The southern coastline 
of Cfran Canaria, the location 
of the spectacular and pro- 
tected dunes of Maspalomas, 
Is scarred by motorways, 
hotels and apartments out of 


scale and context with the 
natural landscape. 

Delegates at the confer- 
ence, organised by the Can- 
arian government and sup- 
ported by the European 
Union, were optimistic that 
the implementation this year 
of a tourism law would 
impose controls on land use: 
the legislation would restrict 
development to one hotel 
room per GO sqm. 

"The growth model has 
been disorganised, and cha- 
otic development has 
destroyed rural landscapes 
with a huge consumption of 
natural resources," said Mr 
Jose Miguel Ruano, a Canar- 
ian government presidential 
adviser. "There is a need for 
more organised growth to 
incorporate the qualitative 
edge of demand. There has 
been too much concentration 
on supply,” he said. 

However, the planned new 
law may have the effect of 
reducing the stock of land 
available to the islands' 1.5m 
local residents and put a 
greater strain on services 
and infrastructure, warned 
Mr Peter Ashcroft, from the 
UK's Countryside Commis- 
sion. The Canarian govern- 
ment should be asking 
whether there is a need for 
the tourist population to be 


increasing by 5 per cent 
annually when the resident 
population is increasing by 
only 1 per cent, he said. 

With tourist arrivals 
increasing in each of the 
past four years, develop- 
ment while not as intensive 
as that of the 1970s and 
1980s, has continued. At the 
resorts along the coast from 
the Maspalomas dunes, 
apartments resembling rows 
of white beehives are 
stacked up . the steep hill- 
sides above beaches made 
from millions of tons of sand 
dredged from the sea bed. 
Builders are poised to move 
into the newest such resort 
in the. making. Playa de 
Amadores. conspicuous only 
by its man-made white, 
sandy beach clinging to the 
rugged rocky coastline. 

The service sector has con- 
tinued to grow steadily, from 
75 per cent of gross domestic, 
product in 1983 to 79 per cent 
in 1994, with employment in 


services rising from 63 per 
cent of total employment to 
77 per cent over the same 
period. Employment in agri- 
culture declined from 18 per 
cent of total employment to 
7 per cent, while industry 
fell from 11 per cent of GDP 
to 9 per cent 

Meanwhile, those involved 
in cultural and leisure activi- 
ties in the island believe 
they do have something to 
offer the tourist 

The Institute of Astrophys- 
ics (LAC) with bases on La 
Palmas and Tenerife attracts 
more than 30,000 visitors a 
year. Its director, Mr Fran- 
cisco Sanchez, said at the 
conference that science and 
technology should be inte- 
grated into the cultural heri- 
tage as tourists seek more 
information. 

The astronomers have the 
plans, but not the money, to 
expand a visitors’ centre. 
The focus at natural 
reserves is still mostly on 


research and protection. 

Gran Canaria's principal 
natural reserve area, Inagua, 
is testimony to this, with its 
spectacular red mountains 
sprinkled with pine trees, 
escarpments with patches of 
green sulphurised rock and 
views of valleys and the 
ocean. The reserve is closed 
to vehicles, apart from 
school groups, because the 
roads are treacherous - no 
walking trails, maps or res- 
cue facilities are provided. 

The Environment Depart- 
ment guards it closely from 
development. But, say advo- 
cates of eco-tourism, it is the 
very existence of such a 
place, just a few miles away 
from the excesses of develop- 
ment on the coast, which 
highlights the need for a bal- 
ance to be found in dispers- 
ing the tourists and the reve- 
nue they bring without 
sacrificing natural resources. 

Marian Edmunds 


Coface 
profits up 
by 19% 

By Andrew Jack in Paris 

A surplus on its programme 
of government-backed credit 
insurance at a time of rising 
exports helped lift profits at 
Coface, the French trade 
insurer, by 19 per cent to 
FFr246m ($43m) last year on 
a turnover of FFr2. 9bn. 

Coface reported a surplus 
of FFr5. lm. with premium 
income exceeding insurance 
claims for the first time in 15 
years. The insurer broke 
even the year before, after a 
series of progressively 
diminishing deficits since 
1990. Coface said the rising 
profitability reflected the 
improved flnanriai situation 
of debtor countries and a 
more active management of 
outstanding claims. Overall, 
the group reported a decline 
in cl aims far the seventh 
year in succession since its 
peak in 1989. 

The volume of French 
exports covered by commer- 
cial short-term risk guaran- 
tees rose to FFrl94bn from 
FFrl76bn, and the value of 
signed contracts underwrit- 
ten by public guarantees 
increased modestly to 
FFr70hn. 

Coface expressed optimism 
for its growth during 1997, in 
view of an improved busi- 
ness environment in western 
Europe set to help exports, 
and renewed interest in for- 
eign currency cover. 


It takes more than sheer size to 
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Europe launch 
for free paper 

Sweden's Modern Times Group, part of media company 
Kinnevik, said yesterday it was to launch its free 
newspaper, Metro, throughout Europe. 

The paper, available in underground railway stations in 
Stockholm, will be launched this summer in Prague - the 
first in a chain of Metro newspapers across Europe. The 
newspaper, Metro Czech Republic, is a joint venture 
between Metro International and Rencar, which sells 
advertising space in the underground in Prague. 

Metro was introduced in Sweden two years ago and is 
read by 90 per cent of Stockholm commuters. The 
newspaper in Sweden publishes domestic and 

international news. Reuier, Stockholm 

Thai aircraft deal agreed 

The Thai cabinet yesterday approved a plan by 
state-owned Thai Airways to buy 21 aircraft from Boeing 
and Airbus over five years but refused to authorise the 
spending for the purchases. 

Prime Minister Chavalit Yongchaiyudh told the airline 
earlier this year it needed to find alternative financing 
plans for the new aircraft, valued at $2L35bn, before it 
would receive approval for the imported aircraft because 
of the economic downturn and high current account 
deficit. 

The cabinet said Thai Airways could only buy the 
aircraft through a counter-trade mechanism in exchange 
for Thai agricultural goods. 

It may also lease the airplanes subject to the approval 
of the finance ministry. Ted Bardacke, Bangkok 

Steel dumping denied 

Trinidad and Tobago has rejected a US complaint that the 
country's steel exporter has an unfair advantage because 
of government subsidies, and has been dumping steel in 
the US. 

The complaint was filed with the US Department of 
Commerce and is aimed at Ispat Caribbean, owned by 
ispat International of the UK. Ispat Caribbean, which 
exports 260,000 tonnes of wire rods annually to the US, 
was created in 1994 when the state-owned Iron and Steel 
Company of Trinidad and Tobago flSCOTT) was sold to 
Ispat International for SlOlm. "What the US companies 
are trying to prove is that the alleged subsidies that the 
government may have provided to ISCOTT when it was a 
government-owned company, are now transferable to the 
present owners," said Mr Ralph Maraj. Trinidad and 
Tobago's foreign trade minister. 

“The government has never made any investments in 
or provided any equity infusions to Caribbean Ispat's steel 
operations. Canute James, Kingston 

■ Japan is to provide export guarantee insurance for 

SlOQm of equipment for an ethylene plant being sold to 
Azerbaijan, the first time it has provided cover for the 
country. Bethan Hutton, Tokyo 

■ ABB Asea Brown Roveri has fanned a joint venture in 

Vietnam to produce advanced switchgear and 
transformers far the domestic market ABB owns 65 per 
cent of ABB Transformers and Switchgear, while 
state-owned THIBIDI has the rest Reuter, Zurich 

■ Microsoft and China’s Legend Group yesterday signed 

a software licensing agreement worth 100m yuan <$l2m) 
to Microsoft over the next two years. Reuter, Beijing 
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Privatised industries: shareholders 5 Investment returns 


Minister scorns opposition party’s ‘absurd guessing game’ over levy on privatised utilities 

Labour refuses to 
name tax targets 


By David WJghton 
and John Kampfner 

Associated British Ports 
would not be subject to 
Labour's proposed tax on 
“ windfall" profits, It 
emerged yesterday. Mr Gor- 
don Brown, the party's 
shadow chancellor of the 
exchequer, confirmed that 
the levy would hit all priva- 
tised utilities regulated by 
statute. 

Mr Brown would not name 
any particular companies, 
but it is understood those 
affected would Include Brit- 
ish Telecommunications and 
BAA, the airports operator, 
as well as gas. water and 
electricity companies. 

Mr Brown also seized on a 
report yesterday by the 
House of Commons trade 
and industry committee. He 
said it offered support for 
the principle of the levy. 

The committee said the 
government should consider 
forcing National Power and 
PowerGen. the former state- 


owned generating compa- 
nies. to sell generating 
capacity unless there is a 
significant increase in coin- 
petition in power generation. 

It said that Offer, the elec- 
tricity industry regulator, 
should keep the development 
of competition in generation 
under active review. “The 
possibility of further sale of 
capacity by the two m ain 
generators [National Power 
and PowerGen] should not 
be excluded." 

Conservative members of 
the committee denied that 
its report endorsed Labour’s 
planned “windfall" tax. Mr 
Kenneth Clarke, the chancel- 
lor of the exchequer, con- 
demned Mr Brown for refus- 
ing to name the companies 
that would be made to pay. 

“The latest windfall tax 
fiasco again shows that 
Labour are not fit to gov- 
ern.” he said. ‘Instead of 
saying which companies 
would pay the windfall tax. 
Labour are playing an 
absurd guessing game, giv- 


ing journalists a clue and 
daring them to work out the 
answer for themselves.’' 

Mr Clarice was particularly 
critical of the decision to 
include BT in the tax, given 
the importance of the UK's 
cheap and sophisticated tele- 
communications in attract- 
ing foreign financial services 
companies to London. 

Ministers also pointed to 
the discrepancy between the 
£3 bn cost of the employment 
programmes Labour said the 
tax would fund and indica- 
tions from aides to Mr 
Brown that the levy could 
raise more than £Sbn. 

An adviser to Mr Brown 
said: “We have a costed pro- 
gramme of £3bn which we 
can comfortably cover by the 
windfall tax. If we can do 
more, we will. We believe it 
is likely that the total we 
will raise will be in excess of 
£5bn. But we won’t make a 
decision until we have con- 
sulted Treasury officials, the 
regulators, and others if we 
form the government” 
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He added that Labour bad 
been warned against naming 
particular companies for 
legal reasons. 

The Commons committee 
report on energy regulation 


made no judgment of the 
windfall tax However, it 
produced evidence of high 
internal real rates of return 
to shareholders at some com- 
panies. Mr Brown said it 


showed privatised electricity 
and gas companies had made 
excessive profits due to weak 
regulation. 

Lex, Page 14 


Russia signs military co-operation agreement 


By Bernard Gray 
in Moscow 

Mr Michael Portillo, the UK 
defence secretary, signed a defence 
co-operation agreement yesterday 
with his Russian counterpart, Mr 
Igor Rodionov, which is intended 
to boost ties between the two 
countries' military officers. 

The two mentsigned a memoran- 
dum of understanding to cover 


areas such as training, the re- 
settlement of redundant Russian 
officers, and improved operational 
contacts between the two coun- 
tries’ armed forces. 

In diplomatic talks arranged 
just as Mr Rodionov has been re- 
appointed as defence minister and 
jnst as Mr Portillo heads into a 
national election campaign, the 
two men also discussed the 
enlargement of Nato. 


Mr Rodionov stressed that Rus- 
sia still opposed the likely expan- 
sion of Nato to central European 
countries, but said that Moscow 
would like to see a new legally- 
binding agreement between Nato 
and Russia. Such a charter is 
being proposed to soften the blow' 
of Nato enlargement on Russian 
sensitivities. 

Perhaps surprisingly, given that 
Mr Rodionov is a traditionalist 


from the Russian army, the two 
men got on well, sw a p pi ng gifts of 
vodka ynti jazz r-ds. 

However, Mr Portillo empha- 
sised that good contacts were 
needed throughout the military 
chain of command if old suspi- 
cions were to be eliminated. 

“It is not enough that we get 
along personally,** said Mr Portillo 
yesterday. “Developing relation- 
ships between individual officers 


is the way to increase understand- 
ing and reduce the areas of misun- 
derstanding.” 

The US is providing retraining 
for Russian officers who are being 
made redundant as a result of the 
drastic cuts in Russian military 
strength. Some 2,000 have been 
through the four-month pro- 
gramme so tor. 

Return of the Reformer, Page 13 


Single market 
in EU faces 
court scrutiny 

Judges to rule soon on 
cut-price tobacco sales 


T he next British gov- 
ernment's budget 
plans could be dis- 
rupted if a case brought in 
Luxembourg this month by 
the Enlightened Tobacco 
Company, maker of Death 
cigarettes, goes against the 
Customs & Excise depart- 
ment 

It is one of the most impor- 
tant tests of the European 
Union's single market princi- 
ple. Victory for ETC could 
pave the way for harmonisa- 
tion of European excise 
duties. The company set up 
the Tobacco Direct mail 
order service in 1995 to 
import leading brands of cig- 
arettes from low-tax Euro- 
pean countries and sell them 
at up to 40 per cent below 
list prices. 

In the short term, a win 
for the company would in 
effect legitimise the smug- 


gling of tobacco, alcohol and 
other high-tax items. 

ETC took its case to the 
European Court of Justice 
after its scheme - which 
avoids UK excise duties by 
using an agent to import cig- 
arettes - was outlawed by 
the High Court in London. 

The court ruled that under 
EU rules and UK law an 
individual had to bring 
tobacco back to the UK in 
person to avoid paying duty. 
But the judge advised ETC 
to appeal and the Court of 
Appeal referred the case to 
Luxembourg. 

The case turns on the 
meaning of article 8 of a 1992 
EU directive about the way 
exciseable items are treated 
in the single market and, in 
particular, on the precise 
meaning of the word “them”. 

The article says: “As 
regards products acquired by 



Mtfcotn Wrtson 

The fate of the tax-avoiding tobacco trade depends on interpretation of an EU directive 


private individuals for their 
own use and transported by 
them the principle governing 
the Internal market lays 
down that excise duty shall 
be charged in the member 
state in which they are 
acquired." 

According to Mr Robert 
Venables, ETCs lawyer and 
a leading tax advocate who 
helped draft the Tobacco 
Direct scheme, the law 
allows people to employ an 
agent to transport the goods 
for them because “a person 
who does something through 
an agency of another does it 
for himself”. 

But Customs & Excise 
argues that the directive 


makes dear that UK dtizens 
are entitled to the benefit of 
the lower excise duties only 
if they personally import the 
goods themselves. It is sup- 
ported by nine member 
states. Most have translated 
the relevant phrase of the 
directive as “and transported 
by themselves". 

German law says “and 
those who transport them 
themselves". Denmark goes 
even further, requiring “and 
personally transported by 
them". 

According to Mr B.J. Cun- 
ningham, founder of ETC. 
the company fears it may 
lose because of the political 
implications of a decision in 


its favour. “We believe we're 
right cm the law and if the 
law is genuinely indepen- 
dent of politics we will win.” 

He added that at the oral 
hearing in Luxembourg this 
month, “nine member states 
stood up one after another 
and said “yon can't rule for 
them because well lose bil- 
lions'. That was basically 
their argument" 

Partial support for ETC’s 
case came from the Euro- 
pean Commission, which 
said an agent could act on 
behalf of an individual but 
the agent was not entitled to 
make a profit 

Robert Rice 


Tougher sanctions on bank chiefs delayed 


By John Gapper, 

Banking Editor 

The Securities and Futures 
Authority, the City of Lon- 
don regulator, has delayed 
publication of revised pro- 
posals to toughen sanctions 
on senior directors of invest- 
ment banks that allow fail- 
ures to occur. 

The SFA said yesterday it 
was delaying consultation 
an the proposals to ensure 
that they fitted with a simi- 
lar initiative by the 
Securities and Investments 


Board, to which it is respon- 
sible. The SFA said it bad 
considered 100 responses 
from banks and broking 
firms, as well as trade 
groups. It is thought to have 
softened some or its propos- 
als, including one to reverse 
the burden of proof of mis- 
conduct 

The SIB. which is review- 
ing regulators’ attempts to 
ensure that senior managers 
take responsibility for mat- 
ters Inside their companies 
around the world, expects to 
publish reform proposals at 


the end of April. The SFA 
said it was informing the 
SIB of the results of its con- 
sultations and internal dis- 
cussions, and would “con- 
tinue to stress the 
responsibility of senior man- 
agement for the control and 
compliance environment of 
their firms". 

Separately, the SFA yes- 
terday disclosed judgments 
against several registered 
individuals and member 
firms. It has fined En glish 
Trust Company, a small mer- 
chant bank. £40.000 ($63,600) 


and reprimanded it, over 
problems in executing a 
share underwriting. The 
SFA said English Trust had 
not ensured a sub- 
underwriter could pay for 
shares. 

The SFA said that after 
two sub-underwriters 
defaulted on a commitment 
to buy shares in a placing 
for a company. English 
Trust had entered an 
agreement with another 
company to take on snb- 
underwriting responsibility 
for the issue. The company 


failed to pay by the agreed 
date. Mr Stephen Goschalk. 
a director of English Trust, 
was severely reprimanded 
and fined £10,000. Mr Chris- 
topher Spence, its chairman, 
was reprimanded and fined 
£5,000. 

The SFA expelled Mr 
Friedrich Kramer, a former 
senior futures trader with 
Lehman Brothers in London 
who exceeded an agreed 
trading position and then 
tried to induce a trader at 
another firm to confirm ficti- 
tious trades. 


British 
guns will 
goto 
US Army 

By Leyfa Boufton - 
in Washington 

Textron Marine & Land 
Systems of the US, in part- 
nership with VSEL, has won 
the first part of a $39.63m 
contract to supply light test 
guns for the US Army and 
Marine Corps. VSEL is a 
subsidiary of Britain’s Gen- 
eral Electric Company. 

Textron joined with VSEL 
to offer the UK company's 
Light-Weight Field Howitzer. 
It beat off competition from 
United Defence, another US 
company, which teamed up 
with British Aerospace's 
Royal Ordnance division. 

The UK's Ministry of 
Defence said the test guns 
contract could lead to an 
order for the Initial produc- 
tion of 190 guns for the 
Marine Corps. If the US 
decided to replace all its cur- 
rent MI98 155mm field guns, 
total orders could reach L000 
Howitzer guns worth more 
than $ltm. 

Mr Michael Portillo, UK 
defence secretary, had lobb- 
ied hard for the contract to 
go to a British company as 
part of his efforts to open up 
a “two-way street” in arms 
procurement. The UK has 
$4bn of US arms on order 
while the US has a backlog 
of only $ibn worth of British 
defence goods. Mr Portillo 
raised the issue with Mr Wil- 
liam Cohen, t*i« US counter- 
part, in Washington last 
week. 

The order was placed with 
the US-British team in spite 
of domestic pressure to 
award it to the US defence 
industry. Lockheed Martin, 
the US aerospace giant, has 
been working on an alterna- 
tive to the British compa- 
nies’ guns. 
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excise inquiry 


More than 4,000 big companies and municipal authorities 
face a review by. Customs & Excise to see If they should . 
be included in its toogh regime for curbingtax avoidance. 

The move follows & critical repeat by the National Audit 
Office, a government agency, into Customs' procedures 
for niAridng vsdue.added tax: returns from large compa- 
nies where there is a risk of avoidance. 

The review will include companies in the financial ser- 
vices, retailing, wholesale, construction, transport, com- 
munfcations mid banking sectors. At the moment, 1,500 
companies which pay £ll.4bn ttl&2hn> ~ or 34 per cent of 
the total £34bn VAT collected - fall within the regime for 
large traders. 

Generally, large traders are those w^ throughput - 
VAT claimed and paid - of more than £3zn a year. But 
many companies, judged as low risk, ere not included. - 
The N AO said that the current systems “work well" but 

could be both “more efficient and effective". 

As a result. Customs will review 40 companies identi- 
fied. by the NAO to see if they should be included in the 
large trader system. It wiD review all companies not in 
the system which have a throughput in excess of £7m - 
about 4,000 companies according to Customs. Jim Kelly 

m COMMERCIAL INSURANCE 


Lloyd’s begins selling in Japan 


MWC-Si VKT: 


gg w Lloyd's of London yester- 
day selling commer- 
cial insurance in Japan, the 
world's second biggest 
insurance market where 

neat-life sales are growing 
at A5 per cent annually. Sir 
David Rowland, chairman, 
(pictured left) said in 
Tokyo that six Lloyd's 
underwriting groups would 
Initially offer fire, marine, 
engineering, power sta- 
tions, liability and personal 
accident insurance. He 
played down fears that 
Lloyd's might seek to com- 
pete with Japan’s domestic 
Insurers, saying that the 
UK insurance market would not underwrite business at 
“uneconomic rates”. The way was cleared for Lloyd’s to 
set up in Japan after new insurance laws took effect last 
ApriL . Christopher Adams 

■ EU FARM SUBSIDIES 



Boost urged for organic producers 

The agriculture committee of the House of Commons 
today urges the government to increase aid payments to 
organic food producer to help them compete against 
large European Union subsidies for conventional farmers. 

The committee rejects arguments by the UK Ministry of 
Agriculture that market forces should take precedence 
over taxpayers* support for organic farming. 

The committee’s finding s have been welcomed by Mr 
Patrick Holden, director of the Soil Association, which 
sets standards for organic farmers. Payments to UK farm- 
ers converting to organic production are the lowest In the 
EU. 

Existing organic producers receive no support in the 
UK, a situation mirrored only in France, Greece and some 
German Hinder. Alison Maitland 

■ PUBLIC SECTOR BORROWING 


Government set to beat forecast 

*.- 'T*ttV3ji gaa The government yesterday 

looked set to undershoot its 
i‘i5 public borrowing forecast 
after Se<ite6 showed It tar- 
rowed less money last 
month to meet the shortfall 

via: I .lfji.' " “*nri i: spending and tax 

revenues than City of Lott 
don economists expected. 
The public sector borrow- 
ing requirement totalled 
5 £3.6bn ($5.7bn) in February, 
according to figures 

- v- - - -, released yesterday by the 

sEr — - - - 


Treasury and the Office for 
National Statistics. This 

took total borrowing in the 

first II months of the pres- 

. .... — ^ financial year to 

£L4.lbn. about £8bn less than at the same stage last year. 
The government's forecast for the whole year is £26.4bn. 
“The public finances are at last feeling the benefit of the 
economic recovery," said Mr Jonathan Loynes, economist 
at HSBC Markets. Another surge in tax receipts more 
than oflfiet a rise in spending by government depart- 
ments. Income tax receipts were especially strong, at 
£63bn from &L9bn in February last year. Graham Bowley 

SINGLE EUROPEAN CURRENCY 





Retailer warns of collapse 

A single European currency could lead to economic, 
social and political collapse on a widespread scale, a lead- 
ing retailer warned yesterday. 

Sir John Hosfcyns, chairman of the clothing retailer 
Burton Group, said at a conference in London that the 
European Union could no mare set theexchange rates of 
its member states into a permanent structure than the 
spot oil price could be fixed for 50 years. 

Sir John said there were ways of mitigating the effect of 
a single currency by, for example, limiting it to a core 
group of countries such as France, Germany. Austria and 
the Benelux states. But it was too late to turn back 

completely. Peggy Bollinger 


Commercial strains show in digital TV deal 

Link with TCI offshoot reflects traditional BBC aversion to broadcasting advertisements 


T he deal between the 
BBC and FI extech to 
launch no fewer than 
eight new channels for the 
UK digital television market 
is one of the most remark- 
able of its kind. FI extech, 
controlled by TCI of the US, 
is a fast-growing cable and 
satellite programming 
company. 

A few years ago it would 
have been inconceivable for 
the “cornerstone" of British 
public service broadcasting 
to enter a 30-year pro- 
gramme supply deal with a 
partner which, less than six 
years ago. was an oD ser- 
vices company. 

Even now, after hundreds 
of legal documents between 
the two sides have finally 


Mr Gerald Kaufman, chairman of the House 
of Commons national heritage committee, 
said yesterday It was time to replace “the 
gifted or well-intentioned amateurs" on the 
board of governors of the BBC, Raymond 
Snoddy writes. 

Instead, the BBC should be nm by an 


executive chairman and qualified non-exec- 
utive directors. “The BBC is a big business 
and this committee believes it should 
become an even bigger business," said Mr 
Kanftnan as the committee published its 
report on the future of broadcasting. 

. Editorial comment, Page 13 


been completed, it Is still 
possible to see the small 
tensions, the places where 
Hues have been drawn 
between the commercial 
programmer and the public 
service corporation. 

Mr Boh Phillis, deputy 
director-general of the BBC 
and chief executive of BBC 
Worldwide, the commercial 
arm of the corporation was 
emphatic that new subscrip- 
tion channels which carried 


the BBC name would not 
have advertising. Two of the 
planned channels would 
probably carry the BBC 
name. 

“We don’t want to concede 
the principle of advertising 
on BBC branded channels In 
the UK," said Mr Phillis. 
The fear is that such adver- 
tising on BBC branded chan- 
nels might undermine the 
rationale for the licence sys- 
tem by which the BBC Is 


fended from a state levy on 
all users of television sets. 
Joint BBC-Flextech sub- 
scriptions will all carry 
advertising, bat not the BBC 
brand name. Another impor t 
tant BBC principle reiter- 
ated by Mr Phillis yesterday 
was the fact that all pro- 
grammes paid for by the 
licence fee will always first 
be shown os the existing 
BBCl or BBC2 
For the BBC it is the 


imminent arrival of digital 
television in many forms 
which has persuaded the 
Corporation to seek a joint 
venture partner to try to 
maximise revenues. 

Flextecb is providing the 
risk capital in return for 
access ' to the BBC pro- 
gramme library and pro- 
gramming expertise. The 
BBC hopes that It will be 
able ' to supplement the 
licence fee, and plough 
money back Into program- 
ming, with earnings from 
the new subscription 
channels. 

The new channels wfO.be 
shown on whatever digital 
‘‘platforms" come along, - 
whether they are digital sat- 
ellite, digital cable, digital 


terrestrial or even television 
channels relayed down tele- 
phone lines. 

For the BBC, the link with 
TCI means a slot on TCI 
cable networks in the US 
and elsewhere. And a second 
big programming joint ven- 
ture with Discovery, the fac- 
tual channel in which TCI 
has a 49 per cent stake, is 
already under negotiation. 

For Flextecb, there is not 
just access to' the BBC pro- 
gramme library and the 
ability to make new ver- 
sions of old programmes. 
The company hopes that the 
perceived BBC quality will 
make its channels stand out 
in the multi-channel world. 

Raymond Snoddy 
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NEWS: INTERNATIONAL 


Amnesty chief urges human rights groups to end traditional hostility to company dialogue 

Campaigners told: talk to business 


By Stefan Wagstyt, . . 

Industrial Editor 

Mr Pierre 5an£, secretary general 
of Amnesty International* yester- 
day urged non-governmental 
organisations campaigning on 
environmental and human rights 
issues to end their traditional hos- 
tility to exchanging views with 
business. 

Mr Sane was speaking the day 
after Shell, the oil group which ha< 
come under repeated attack from 
NGOs, announced that it wants to 
consult with NGOs on sensitive 
projects. Shell has been extensively 
criticised over its operations in 
Nigeria following the execution of 


Mr Ken Saro Wiwa, the minority 
rights activist, and its proposals to 
dump the Brent Spar oQ platform 
In the Atlantic Ocean. 

Mr Sang said: “Our experience to 
date shows the need for greater 
exchanges of information between 
NGOs and business.” NGOs which 
stuck to their principles should 
have no fear of compromising 
themselves or losing their “purity”. 
“We are not going to dis cuss any- 
thing if we start by shouting at 
each other.” 

The Amnesty chief also urged 
business to Involve itself more in 
promoting human rights in the 
developing world. While govern- 
ments bore the main responsibility 


for human rights, big companies 
had real influence. “If [this influ- 
ence] were used for the improve- 
ment of human rights, the world 
could have a powerful weapon for 
its betterment and companies a 
better climate for their invest- 
ment,” said Mr 5an£, speaking at a 
London conference on development 
issues called Companies in Con- 

met 

Mr Sang said it was not enough 
for companies to declare they were 
neutral on human rights. During 
the international campaign to stop 
Mr Saro Wiwa's execution. Shell 
was virtually silent, he said. “I sim- 
ply do not believe that the Niger- 
ian government perceived the 


silence of one of its meet influen- 
tial and powerful investors as neu- 
tral," 

Mr Sang welcomed Shell's policy 
statement, in which it declared its 
intention to support “fundamental 
human rights". But Shell should be 
judged on how this statement was 
translated into practical action, Mr 
Sang said. 

Mr Vincent Cable, Shell’s chief 
economist, told the conference that 
the group had protested at Mr Saro 
Wiwa’s execution. He said the 
power of companies to influence 
governments was exaggerated. In a 
globalising economy, companies 
had to take account of how their 
competitors might respond. For 


example, after the US-imposed 
embargo on Iran had forced west- 
ern companies out of Iran, 
Petronas, the Malaysian state- 
owned oil company, went into Iran. 

Mr Cable added that many com- 
panies were influenced by the fact 
that in the 1960s and 1970s they 
wore urged not to interfere in poli- 
tics in developing countries, partic- 
ularly after ITT, the US group, was 
Involved in the overthrow of the 
AEende government in Chile. 

Companies also had to avoid 
involvement in secessionist con- 
flicts. “Nothing would be more irre- 
sponsible for western companies 
than stoking the politics of seces- 
sion.” 


Sudan avoids IMF expulsion 


Sudan 

Toted foreign debt (Sbn) 
20 - . 


By Mark Huband In Cairo. 

Sudan has checked the 
threat of . expulsion from the 
International Monetary 
Fund by agreeing to a pack- 
age of economic, reforms 
including measures to tackle 
its $20bn foreign debt, 
according to western bank- 
ers. 

The IMF has imposed stiff 
conditions on a new 10- 
month stabilisation pro- 
gramme encouraged by its 
.major shareholders - in par- 
ticular the US - w hich will 
entail a radical change of 
Sudanese economic policy. 


The conditions are 
designed to prevent an 
increase in the country’s 
estimat e d $1.7bn arrears to 
the fund. The arrears had 
led the fund to warn Sudan 
• about expulsion unless it 
resumed regular repay- 
ments. 

The programme is 
Intended to increase growth 
from its present 4.7 per cent 
to 19 per cent, and cut infla- 
tion from 118 per cent to 65 
per cent by the year-end. It 
was agreed with IMF staff in 
Khartoum but must receive 
final approval from the 
fund's board on Friday. 


The government has also 
pledged to unify exchange 
rates, by bringing the pres- 
ent 22 per cent difference 
between the official and 
black market rates down to 
about 8 per cent during the 
same time period. 

In carrying out these mea- 
sures, those behind the pro- 
gramme hope to start moves 
toward restoring normal 
relations between Sudan and 
its Paris and London Club 
creditors. 

Sudan's total external debt 
in 1996 was 288 per cent of 
gross domestic product, or 
$20bn, while GDP was $7bn. 


The level of domestic bor- 
rowing has caused inflation 
to soar. The government last 
year borrowed just less than 
2 per cent of GDP from the 
central bank. 

This level excludes debt 
repayment, which has been 
terminated except for some 
interest, payment of which 
would have pushed the level 
of borrowing up to 14 per 
cent of GDP last year. 

The new programme 
envisages a drastic reduction 
in central bank lending, 
from S£230bn (Sl.Sbn) to 
S£80bn this year. The new 
budget deficit target, which 


at present stands at 3.4 per 
cent of GDP. is intended to 
be brought to 1 per cent by 
the end of December. 

As a corollary to the pro- 
gramme. government subsi- 
dies on petroleum products 
- which have been reduced 
by 90 per cent since last 
November - are to be 
phased out, and subsidised 
domestic prices are to be 
continually adjusted in line 
with international petrol 
prices. 

As a sign of the intense 
foreign political pressure on 
Sudan to abide by the terms 
of the programme, the gov- 



. .. uso az 

Soms-DaMurom 

eminent will be subjected to 
monthly monitoring of its 
progress. Normally such pro- 
grammes are examined 
every six months. 


Earth 
summit 
promises 
‘not kept’ 

By Geoff Dyer 
in Rio de Janeiro 


.The world’s main 
industrialised countries have 
"failed utterly" to honour 
co mmi tments made at the 
1992 Earth Summit in Rio de 
Janeiro, according to a 
senior official at the United 
Nations. 

Mr Gustave Speth. bead of 
the UN Development Pro- 
gramme, said large countries 
had not . taken sufficient 
steps to change their energy 
policies to reduce carbon 
dioxide emissions, the main 
contributor to global 
warming, and had failed to 
Increase development spend- 
ing, 

“How can it be expected 
that the weak uphold their 
end of the bargain when the 
powerful do not uphold their 
end?” he asked. Mr Speth 
was speaking at the ftfo+5 
environmental conference, 
which has brought together 
500 delegates from non- 
governmental organisations, 
industry and UN agencies to 
find ways of implementing 
the goals set out in 1992. 

The conference will pub- 
lish a series of recommenda- 
tions which will be pres- 
ented to a special session of 
the UN on the Earth Summit 
in June, as well as the 
“Earth Charter", a document 
of values it will encourage 
the International community 
to adopt. 

Mr Speth said that despite 
a commitment at the Rio 
summit to double spending 
on development assistance, a 
vital factor in improving 
environmental conditions, 
actual development spending 
from the big industrialised 
nations had decreased 20-25 
per cent in the past five 
years. 

Mr Speth also endorsed 
the call by a number of dele- 
gates for creation of a per- 
manent world environmen- 
tal organisation, which 
would develop regional and 
global environmental agree- 
ments. conduct research and 
promote co-operation. 

Many environmentalists 
feel the absence of a perma- 
nent body means they are 
unable to debate effectively 
with other large interna- 
tional bodies, such as the 
World Trade Organisation. 

"We have lost some of the 
momentum since Rio ’92," 
Mr Speth said; the new 
organisation would help 
"reinvigorate" the debate. 
The existing UN Environ- 
ment Programme was the 
logical location for any new 
body, fae added. 

Mr James Wolfeasohn. 
president of the World Bank, 
claimed that the bank's atti- 
tude towards the environ- 
ment had been transformed 
since he took over SO months 
ago. 

In a speech to delegates. 
Mr - Woliensohn - admitted 
that the bank had made 
many mistakes in the past 
over its treatment of envi- 
ronmental issues, but 
claimed it was now “being 
leas arrogant and is listening 
mure'’. 


Algeria polls ‘may help heal conflict’ 


By Route Khataf in London 

Algeria's legislative elections 
could contribute to a resolu- 
tion of the Algerian conflict 
if aH legal political parties 
agreed to participate, accord- 
ing to Mr Abdelkader Ben- 
grina, deputy head of Alger- 
ia’s un elected National 
Transitional Council. 

However. Mr Bengrina, 
also a leading member of 
Hamas, a legal Islamist 
party, warned in an inter- 
view in London that govern- 
ment bias towards some par- 
ties would undermine the 
effectiveness of the vote. 


The elections, scheduled 
tor June 5, will exclude the 
Islamic Salvation Front 
(FIS), the party which had 
won the 1991 first round of 
elections cancelled by the 
army, provoking a five-year 
struggle between Islamic 
militants and security 
forces. But Mr Bengrina said 
the inclusion in the elections 
of parties which had long 
stood by the FIS and insisted 
on its rehabilitation could 
help curb violence. 

“The participation of these 
parties the end of the 
political cover for the vio- 
lence," he said. “It removes 


the legitimacy of armed 
struggle, and the moral sup- 
port far terrorism." 

Among the FIS's former 
key allies, the National Lib- 
eration Front (FLN) is riven 
by int ernal splits but its cur- 
rent leadership Is back in 
the government fold. The 
Socialist Forces Front (FFS), 
which advocates dialogue 
with the FIS, has yet to 
declare its participation, 
although it may have little 
choice but to take part 

The FFS believes the polit- 
ical system being put in 
place amounts to an institu- 
tionalisation of dictatorship. 


since last November’s consti- 
tutional amendments left the 
new elected assembly with 
limited powers. 

Hamas is hoping to capi- 
talise ou the FIS exclusion 
by attracting Islamist voters, 
although the party is critic- 
ised by the FIS leadership 
for supporting the Algerian 
army-backed government. 
Such an outcome would be 
welcomed by the govern- 
ment. which hopes to prove 
the FIS is no longer a rele- 
vant political force. 

Algeria's new constitution 
officially bars parties based 
on religion. But while 


Hamas can no longer call 
itself Isl amis t, Mr Bengrina 
said its Islamic tendencies 
would help attract those who 
opted for “moderate" Islam. 

Like the rest of Algeria’s 
political class, Hamas is 
closely watching the birth of 
the new “presidential” party 
set up last month and group- 
ing grass-roots associations 
whose support was instru- 
mental in the 1995 election of 
President Liamine Zeroual. 
Algerian opposition parties 
worry that the new National 
Democratic Rally will 
receive special government 
support. 


INTERNATIONAL NEWS DIGEST 


Russian arms 
draw crowds 


Russian weapons from the Kalashnikov rifle to 
anti-submarine mine systems drew crowds at the IDEX 
arms show in Abu Dhabi yesterday but analysts said 
Moscow still faced tough competition from the world's 
biggest arms suppliers. 

The Russians have come out in force in Abu Dhabi, 
showing off their weapons in style at one of the largest 
stands at the International Defence Exhibition - among 
the world’s biggest arms shows. 

Moscow has sent about 80 defence enterprises to the 
show, hoping to boost Russia's weapons sales with 500 

exhibits, live weapons systems, models, brochures, 
booklets and videos. Mr Alexandr Kotelkin. of 
Rosvoorouzhenie. Russia's top arms export agency, said 
Moscow would by 1999 catch up with Washington, the 
world's chief arms supplier. He estimated the 
international arms bazaar would total about SIBbn by the 
end of the century, with Russia and the US each holding a 
third of the market. Reuter. Abu Dhabi 

East African rains bring hope 

Rains battered most food-growing areas of East Africa for 
the first time since December yesterday, brightening 
hopes of a better 1997-98 food crop, weather and crop 
officials said. 

Coffee growers reported showers in northern Tanzania 
and weather officials reported heavy rains in western 
Kenya. Farmers spoke of torrents in Uganda's growing 
Scroti district. 

Kenya and Uganda have forecast lower 1996-97 and 
1997-98 coffee crops because of a severe drought in East 
Africa. 

In Nairobi the Famine Early Warning System (FEW'S) 
said drought monitors had predicted that the long rains 
would be near normal in west Kenya while drought-hit 
pastoral and marginal agricultural areas would 
experience below-normal rainfall. 

FEWS said the effects of massacres and mass 
kidnappings by the rebel Lord's Resistance Army and the 
West Nile Bank Front had disrupted food production and 
trade in northern Uganda. Reuter. Nairobi' 

Bahrain rejects rights critics 

Bahrain yesterday rejected criticism from the human 
rights group Amnesty International over the trial of 81 
people accused of involvement in what officials termed a 
pro-Iranian plot to topple the government. 

A justice ministry official quoted by Bahrain’s official 
Gulf News Agency rejected charges by the London-based 
human rights group that the suspects were not getting a 
fair trial. “The right to a fair trial, defence and guarantees 
in accordance with Bahrain's laws were made available." 
the Gulf Arab state's official said. He said the defendants 
were being tried by the State Security Court “with the 
presence of their lawyers and their families”. 

The defendants are accused of joining the military wing 
of the Bahraini HizboHah, creating an organisation aimed 
at toppling the government, possessing weapons without 
permission and having contacts with a foreign country. 
Members of the island's majority Shia Moslem 
community, seeking political and economic reform by the 
Sunni rulers, have waged a campaign of bombings, arson, 
sabotage and riots since December 1994. At least 28 people 
have been killed and hundreds arrested. Reuter. Manama 


IMF praises reforms 
and calls for more 


T he International Mon- 
etary Fund has called 
on Algeria to acceler- 
ate the pace of economic 
reforms and warned that its 
economy remains “vulnera- 
ble". 

The Fund's latest staff 
appraisal largely follows its 
supportive line of the last 
two years and attempts to 
paint a glassy picture of the 
economy's future. But it also 
says that Algeria is entering 
a second, more difficult 
phase of structural reform, 
where the success of policies 
depends on factors some- 
times outside Algeria's con- 
trol. 

They include investor per- 
ceptions of Algeria's poten- 
tial and oil price fluctuations 
(oil and gas account for 
more than 95 per cent of for- 
eign currency earnings). 

There is also the question 
of whether Algeria is capa- 
ble of reforming its socialist- 
style economy while it is 
caught up in serious political 
violence in the. five-year-old 
battle against Islamic mili- 
tants. 

The IMF programme in 
Algeria - the Fund agreed a 
$l.5bn extended facility in 
1995 and paved the way tor a 
restructuring of Algeria’s 
debt - has been criticised by 
opposition leaders as a 
means of propping up the 
government while providing 
little benefit to ordinary 
Al g erians. 

The opposition argues that 
restructuring the economy 
can only be achieved in a 
stable political and security 
environment and that the 
regime's tight grip on poli- 
tics will continue to allow 
special interests to mai ntain 
their hold on economic 
power. In the past two years 
the government and the non- 
elected parliament have 
poshed through reforms so 
quickly that Algeria man- 
aged to exceed the macro- 
economic targets set by the 
IMF. They have been helped 
by a rise in oil prices and 
good reins. 

The current account is 
estimated to have reached a 
surplus of $i5Qm by the end 
of 1996 and the overall bal- 
ance of payments was $2.7bn 
in deficit, about Slbn lower 
than expected. 

The IMF estimates eco- 
nomic growth in 1996 to 
have reached 4 per cent. 
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Because it was largely based 
on a bumper cereal harvest 
and expansion in the oil and 
gas sector, the Fund says 
such growth remains “frag- 
ile”. 

The budget, meanwhile, is 
estimated to have recorded a 
surplus of 2.6 per cent of 
gross domestic product (com- 
pared with the 0.3 per cent 
surplus projected under the 
programme). The Fund 
praises the government's 
efforts to reduce spending 
and says the surplus would 
have reached 0.7 per cent 
even without the higher oil 
revenues. 

But these figures mask 
more worrisome trends. The 
Fund report says that indus- 
trial production declined by 
4 per cent last year, with 
output falling in most indus- 
tries. This reflected “the lack 
of competitiveness of most 
public enterprises in the face 
of import liberalisation, and 
a ti ghtening of their budget 
constraint imposed by 
banks”. Domestic savings 
and investment levels also 
have suffered. Non-govern- 
ment investment dipped to 
21.1 per cent of GDP last 
year from 25-1 per cent in 
1995. 

Unemployment, mean- 
while, has increased to 28 
per cent from about 25 per 
cent. "Addressing [unem- 
ployment! effectively 
requires high growth rates 
in the nan-hydrocarbon sec- 
tor and a shift towards 
labour intensive activities," 
says the IMF, calling for 
intensifying efforts at priva- 
tisation and deregulation. 

Ordinary Algerians are 
under mounting economic 
pressure. Pay freezes have 
led to three consecutive, 
years of decline in real 


wages. Food subsidies were 
phased out by the -end of 
1996, while increases in gas 
and electricity prices are 
being gradually imple- 
mented. As part of a new 
housing policy encouraged 
by the IMF to reduce acute 
shortages, the state is to 
increase rents in public 
housing by 20 per cent in the 
first half of this year, and 
another 17. per cent in the 
second half. 

Although the IMF says 
tha t, the Twain risks for the 
reform programme include 
the domestic political situa- 
tion and Algeria’s continued 
vulnerability to oil price 
fluctuations, it seems to 
accept the government's 

assessment that the security 
situation has improved. 
Thus it appears to see more 
risk in the . unemployment 

and housing problems which 
“could ' undermine the 
needed social consensus in 

support of the programme”. 

Restructuring the public 
sector will, in the short 
term, put farther strain on 
the fragile social equation. 

To accelerate the process, 
the interim parliament ear- 
lier this month amended the 
privatisation law, offering 
buyers tax incentives and 
deferred payments and lift- 
ing the requirement to keep 
all the workforce. 

Bet the domestic savings 
that can be mobilised for 
investment are 1 limited. Pri- 
vatisation would need large- 
scale foreign investment and 
expertise, which, outside the 
well guarded oil and gas sec- 
tor, would not be forthcom- 
ing without a sig n ificant 
improvement in political 
risk. 

Roula Khalaf 


Monkey 
on your 
back #47: 

How to get 
on 

Windows NT 
with a company 
that’s not just 
getting started 
on Windows NT. 


Sure, there are many companies that arc 
dabbling in Windows NT* nowadays. 
But wouldn't you rather make the move 
until the one company that's been close 
to Windows NT since its inception? 
Digital. Our alliance with Microsoft K 
is backed by a relationship that's over a 
decade long. And zee hare more than 
three years' real-world experience in 
Windmvs NT, with proven hnrdumre- 
and-serpices solutions up and running 
globally. We also have more framed and 
certified Windows NT experts world- 
wide than any other Microsoft partner. 
Even more than Microsoft itself. And 
while Digital currently offers the indus- 
try's most extensive line of Window's NT 
hardware products, uv're already lead- 
ing the way in 64-bit computing, for 
the next generation of Windows NT. All 
of which just goes to show that uv'll 
not only get you start- 
ed on Windows NT. 
WHATEVER IT TAKES** we'll keep you going. 

For more information, please contact 
Digital Equipment Coqwratitm f Europe), 
Persona/ Computer Business Unit 
Europe, 12, Avenue des Margines. C.P. 
176, CH-1213 Petit-Lancy 1, Geneva. 
Switzer fond, or visit our Web site at 
http:/Aim>w.aIliance.digital.com 

e BOUt &*#•*** Coipflnflon, «K OgU -W ■» DVMIogo 
do trwtomgrti* ml Whkmi n ibku It a temee mw m 
OgU EwtxaOffl MvWn MhanMMI and MnOoan NT am 
■vgtMod fcadomaria al UaomR mo U 8 Mid flour wtrtw*. 
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INFORMATION TECHNOLOGY 


When a kiss is 
not just a kiss 

E xtracting a dog-eared one bOIionth of an ampere 
business card to - less than one thousandth 

band to a new of the current generated bj 


Software • Vanessa Houlder 


E xtracting a dog-eared 
bustness card to 

hand to a new 

business contact nay one 
day be unnecessary for 
hard-pressed executives, 
and carrying a passport 

could become a thing of 
the past. 

New wireless technology 
under development by 
International Business 
Ma chines and on display 
for the first time this week 
at the CeBit IT fair in 
Hanover could enable 
people to exchange 
information with Just a 
handshake - or even a 


IBM's personal area 
network (Pan) uses the 
human body itself as a 
communications medium 
to swap data which, aside 
from business card 
information, might 
eventually include medical 
information, computer 
passwords or the “hey" for 
a car electronic 
immobilisation system. 

The technology, which is 
still under development, 
was pioneered twttiMily by 
scientists at the 
Massachusetts Institute of 
Technology and relies on a 
simple, well-known 
principle. Since the human 
body contains water and 
traces of salts, It is an 
excellent conductor for 
electronic currents - and 
why it is a bad idea to go 
out in thunderstorms. 

What is more difficult is 
wm irtn p that data 
transmission Is reliable as 
well as safe. Thomas 
Zimmermann anil his 
research team at IBM’s 
Almaden Research Centre 
in San Jos£, California, 
have now cracked these 
problems. 

Pan technology works 
using a mini-portable 
transmitter no bigger than 
a matchbox which can be 
carried in a pocket, for 
example. The information 
to be exchanged is stored 
in a microchip Hke those 
found in electronic 
smartcards. 

The transmitter 
generates a very weak 
electronic Add measuring 


one billionth of an ampere 
- less than one thousandth 
of the current generated by 
running a plastic comb 
through your hair. 

A second person is 
equipped with a tiny 
receiver - in the IBM 
demonstration this “black 
box” device is simply 
stepped on. When the two 
people shake hands a 
primitive circuit is 
completed and the data is 
transfered from the 
transmitter to the receiver 
where it is decoded and 
can be displayed on a 

computer. 

At present tiie 

information which is 
originally loaded into the 
microchip using a PC. is 
transferred at about 2,400 
bits per second, the speed 
of an old slow modem 
communications device. 

But the IBM scientists say 
the theoretical maximum 
data transfer rate is 
400,000 bits par second - 
fast enough to transfer a 
whole address book in a 
few seconds. 

Another possible 
application for the 
technology would be 
medical ID cards. People 
could carry a card 
equipped with a chip 
holding their personal 
data. After an. accident a 
doctor would just have to 
touch the patient to obtain 
data on their blood group, 
allergies or illnesses. 

Similarly, computer 
keyboards could be fitted 
with, sensors which would 
automatically detect the 
person using them. Similar 
authorisation procedures 
could be used for mobile 
phones, cars and buildings. 

Despite the huge 
potential, Herbert Ktrcher, 
IBM’s head of 
development, points out 
that Pan is simply “a 
demonstration of the 
potential applications of 
future information 
technology." Nevertheless, 
he adds, “I am certain that 
we are going to use this 
process in products at 
some time in the future.” 


The demands 
of supply 


Computer systems to co-ordinate 
the management of stock can lead 
to big savings for businesses 


W ith airlines competing 
to win the loyalty of 
frequent travellers, 
small touches such as 
supplying a favourite magazine 
could make all the difference. 
Simon Ratcllffe, bead of supply 
chain and systems at British Air- 
ways, hopes that within two or 
three years the airline win be able 
to tap into its databases to antici- 
pate the seeds of its most valued 
customers. 

“If, for example . . . our cus- 
tomer database tells me a valued 
executive customer is a keen fly 
fisherman, it will be possible to 
make sure that a copy of this 
month’s Trout and Salmon Is 
waiting on board for him to read," 
he says. 

Achieving this will be down to 
supply-chain management, which 
has traditionally been seen as a 
munda ne, backroom discipline No 
longer. Huge cost savings and bet- 
ter customer service can now be 
achieved from computer systems 
that coordinate every stage of the 
supply chain from raw-material 
suppliers to the customer. 

JBA is overhauling the manage- 
ment of its supply chain in an 
effort to became more responsive 
to the needs af individuals. 

The project will involve install- 
ing systems for demand forecast- 
ing, distribution planning and 
inventory management at 160 loca- 
tions for 300 suppliers. The 
improved responsiveness of the 
supply chain should be accompan- 
ied by lower costs. "You normally 
have to increase cost to give better 
service. Our product will give 
higher levels of service at less 
cost,” says Martyn Richards, man- 
aging director of Industri- 
Matematlk UK, one of the software 
suppliers to British Airways. 

Ratcliffe expects the £5m invest- 
ment to be recouped within, a year, 
as more accurate control permits a 
reduction in stock. 

BA is not alone in believing that 
huge potential savings lie trapped 
in Inefficient supply chains. Better 
management of the European gro- 
cery industry's supply chain could 
reduce operating costs by $27bn 
(£16.9bn) a year and inventories 


Paul Taylor 


could drop by more than 40 per 
cent, according to research, pub- 
lished last year by Coopers & 
Lybrand for a group of companies 
including Procter & Gamble. Uni- 
lever and Coca-Cola. This could 
translate into savings equivalent to 
a 5.7 per cent reduction in con- 
sumer prices, worth $33bn, it said. 

Efficiency could be improved and 
costs reduced, said the study, If 
information were shared between 
the distribution function of each 
supplier and the sourcing function 
of the customer. 

Barriers within companies mean 
that many businesses do not 
understand the implications of 
their output or the fre- 
quency of their delivery- Suppliers 
rarely understand the conse- 
quences of satisfying short-order 
rfwwnndH from powerful customers, 
according to Arthur Voncheck, 
vice-president, northern Europe, of 
Manugistics, a software company. 
“Most companies have unaccount- . 
able and informal decisions. The 
end result is they make it happen 
without knowing the cost implica- 
tions or knock-on effects,” he says. 

These issues are growing in 
Importance because of the 
increased sophistication of the 
systems and software to manage 
tasks such as order processing, 
demand forecasting and stock con- 
trol. For example, electronic data 
interchange, which transfers point- 
of-sale information from checkout 
scanners in stores directly to man- 
ufacturers* order entry systems, is 
becoming increasingly prevalent. 

But choosing software is not 
easy. On offer is a bewildering 
range of software ranging from 
small, stand-alone PC-based pack- 
ages to integrated systems cover- 
ing manufac turing, planning and 
scheduling in their e n t ir ety. 

Integrated systems have become 
widely accepted among large and 
medium-sized companies. But Greg 
Girard, senior analyst far supply 
chain manag ement at Advanced 
Manufacturing Research, the Bos- 
ton-based consultancy, argues that 
this is a mistake. The greatest ben- 
efits come from “complementary 
solutions”, he says. A number of 
alliances have been set up to offer 
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combinations of products by such 
companies as Germany’s SAP, 
Manugistics and i2, a Texas-based 
software company, 

A European version of an initia- 
tive designed to help buyers was 
launched last month. The Euro- 
pean Supply-Chain Council has 
been set up by companies such as 
Rolls Royce, Rank Xerox and 
Zeneca to pool their supply chain 
experiences and develop a supply 
chain operations reference model, a 
tool for h unrhmarTcfng and assess- 
ing supply chain software. 

“There are 540 software provid- 
ers doing something different, all 
saying they are the best,” says NeO 
Martin of Pittiglio Rabin Todd & 
McGrath, a Massachusetts-based 
consultancy which co-ordinates the 
council with Advanced Manufac- 
turing Research. The new model 
helps a customer talk to the soft- 
ware manufacturer in an informed 
way, he says. 

Another emerging trend is the 
growing use of networks. The 
Internet and intranets make it 

much easier for suppliers and cus- 


tomers to synchronise the supply 
f.hain. For example, Manugistics 
recently launched Intelligent Mes- 
senger, which promises to extend 
the supply chain through the Inter- 
net, providing “real-time collabora- 
tion and communication”. 

There are powerful advantages 
from new Internet technologies, 
according to Douglas Brockway, 
vice-president of Mercer Manage- 
ment Consulting: They allow com- 
panies to automate their transac- 
tions, communicate directly and 
use one another's applications 
systems and files. 

Despite the obvious attractions 
of the seamless flow of Information 
along a supply chain, there are 
some barriers to its adoption. With 
retailers already concerned about 
the impHnatinnia of electronic com- 
merce, they may be resistant to 
sharing valuable customer infor- . 
station with manufacturers. Con- 
versely, suppliers are concerned to 
limit their dependency on their 
customers which may be a conse- 
quence. of closer partnership. 

Yet the potential benefits of cost 


savings and improved responsive- 
ness are: persuasive, according to 
the PRTM consultancy. A bench- 
marking study it conducted -last 
year showed that the gap between 
the supply-chain costa of- the aver- 
age and the best-managed - compa- 
nies was equivalent- to between 8 
per cent and 7 per cent of revenues. 

Neil Martin of PRTM says no 
company should ignore fbe’ scope 
to improve the management of its 
supply chain. “Any organisation 
that doesn't go down that route Is 
missing the boat - big-time.” 
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Stitching a 
seamless 
Internet link 


Watching brief 



m&saaeitf&mmmm 


WORLD 


Mobile computing may 
start to live up to its name. 
Compaq, the US computer 
manufacturer, and 
Ericsson, the Swedish 
teleco mmun ications 
equipment maker, are 


Lyonnais, said it had . 
selected IBM’s 
CommercePOINT software, 
and that a pilot project will 
start later tins 
year. 

Goods can already be 
purchased by credit card an 
the Internet; but most 
vendors rely oh manual 
authentication of . 
credit-card holders. 

The new software being 
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Ian Davidson 




Polite hypocrisy 


Turkey's quest to join the EU and the crisis in Albania 
have highlighted the EU's disarray over foreign policy 


Cynical observers have long 
mobbed the inability of 
European Union govern- 
ments to get their foreign 
policy act together. In the 
last few days they have had 
two new cases of European 
disarray to sneer at 

Case one concerned the 
controversial question of 
Turkey's application to join 
the EU, on the table since 
1987, but stffi not accepted. 

At the beginning of the 
nwpth, a summit meeting of 
the leaders of six centre- 
right (Christian Democrat) 
governments, including 
Chancellor Helmut Kohl of 
Germany, declared that Tur- 
key could not be accepted 
into the EU. 

They gave the impression 
that their position was 
based on the grounds either 
that Turkey Is not a Euro- 
pean country, or that it is 
an Islamic nation. This 
implies a rejection that Is 
unconditional and 
unchangeable. 

This provoked predictable 
uproar in Ankara and pro- 
tests from Washington 
which wants to keep Turkey 
in the western camp. So last 
weekend, the 15 foreign 
ministers of the EU did a 
complete about-face. They 
declared that, of course, 
Turkey could be considered 
for membership of the Euro- 
pean Union, on the same 
terms as the 10 candidates 
from eastern and central 
Europe which are due to 
begin membership talks 
next year. 

At that same meeting, the 
foreign ministers gave a sec- 
ond display of confusion 
and disarray, in their con- 
trasting reactions to the 
chaos in Albania. 

France, Italy and the 
Netherlands were for dis- 
patching a significant force 
to help restore order. But 
the UK and Germany were 
opposed to any military 
action. So the EU ministers 
settled for almost the small- 
est possible response to the 
crisis: the despatch to 
Tirana of a little diplomatic 
mission of advisers. 


The 1992 Maastricht 
treaty laid down, as an 
objective, that the EU would 
develop a common foreign 
and security policy, leading 
to a common defence policy. 
But nothing of consequence 
has been achieved in this 
area so far, and these two 
recent incidents seem only 
to confirm the EU*s lamen- 
table reputation for weak- 
ness and confusion in for- 
eign policy. 

And yet it must be a mis- 
take to set too much store 
by activism for activism’s 
sake. Some critics have 
been quick to jeer that 
Europe's indecision towards 
Albania looks exactly like a 
re-run of its earlier vacilla- 
tion in the face of the war in 
Bosnia-Hercegovina. Surely 
this time, they say, Europe 
ought to be able to show a 
bit mare spunk, and get a 
grip of the disorder in its 
own backyard. 

To me, the two crises Look 
wholly dissimilar. At the 
outbreak of the civil war in 
the former Yugoslavia, it 
might have been possible 
for the EU governments to 
have suppressed the conflict 
through military interven- 
tion. Whether it would have 
been wise to have tried is 
another question; but at 
least that was a relatively 


organised military conflict 
to which it might have been 
possible tx> offer an organ- 
ised military response. 

The crisis in Albania is 
different. The problem is 
not civil war, but the disin- 
tegration of governmental 
authority - so it is not dear 
what an external military 
force could be sent to do. 
The EU foreign ministers 
have so far avoided taking a 
Spectacularly wrong deci- 
sion - though it is a pity 
they could not resist the 
temptation to display their 
disagreements in public. 

The Turkish question is 
mare complex and mare dif- 
ficult. During the cold war, 
Turkey established a strong 
claim to be part of the west- 
ern complex of nations: it 
has been a member of Nato 
since 1952 and became an 

aggflc i srt p of the then Euro- 
pean Community in 1963. 

But there are two sets of 
obstacles to Turkish mem- 
bership of the EU- The first 
is practical: member states 
are already quaking at the 
difficulties of absorbing tbe 
(mainly * ra a ?i) countries of 
eastern and central Europe. 

Turkey is not just very 
poor and very backward; 
with 62m people, it would be 
much harder for an EU 
of 373m to digest, economi- 
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cally ar Institutionally. 

The second obstacle is 
political. Some people 
debate the geographical 
question whether Turkey is 
really part of Europe: others 
worry that it is a Moslem 
country; but this is missing 
the point Tbs real question 
is: does Turkey resemble 
and behave like a west 
European country? 

The answer Is unmistak- 
able: in terms of its deraoc- ! 
racy, its rights, its j 

treatment of minorities and 
the role of the armed forces, I 
It functions according to , 
quite different norms. 1 

in combination, the prac- 
tical and political obstacles 
mean Turkey cannot 
become a member or the EU 
soon. The Christian Demo- 
crat leaders were merely 
saying out loud what every- 
one already knows. 

But last weekend’s deci- 
sion by the 15 foreign minis- 
ters to encourage Turkey's 
aspirations was not just an 
exercise in polite hypocrisy; 
they were also recognising 
that there is no point in 
simply making a public 

gnrv y prws M yrum f that T urkey 

cannot join the EU. This 
angers the Turks, quite use- 
lessly. without addressing 
any of the large strategic 
problems in which the EU 
and Turkey are unavoidably 
linked. 

Turkey occupies a key 
position at the crossroads 
between the Balkans, the 
Caucasus and the Middle 
East and that must be 
reflected in EU strategy. 
Ankara has threatened to 
block Nato enlargement if it 
does not get satisfaction an 
EU membership. Brussels 
cannot proceed with 
planned membership negoti- 
ations with Cyprus, without 
rivaling with the fact that 
half tbe island is occupied 
by the Turks. 

Cynics will no doubt con- 
tinue to mock the EtTs dis- 
array over foreign policy. 
But circumstances will com- 
pel the EU to try harder; 
one day, perhaps, it win do 
better. 
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From Mr Kevin Watkins. 

Sir, Your repost (“Setback 
for Uganda debt relief 
hopes”, March 14) rightly 
emphasises the huge social 

costs of the International 

Monetary Fund and World 
Bank boards’ delay in deal- 
ing with Uganda’s debt That 
delay will cost lives and calls 
fntn question the political 
commitment to deal with the 
debt crisis of Iowa* income 
countries. 

Delay on debt can be mea- 
sured in coU financial 

terms. It will cost Uganda 
some worn in potential 


savings on debt relief next 


back for its economic reform 
p ro gram me which has 
achieved spectacular results 
in recent years. 

However, in less visible 
toms it will undermine the 
social investment needed to 
combat child mortality rates: 
one phfM in five does not 
reach its fifth birthday: It 
will also be damaging in lost 
oppor tunities for human 

development. Thousands of 
children, especially girls, 
will not be going to school 
this year while the IMF and 


World Bank boards continue 
to prevaricate: It-isdiflScult 
to square Wodd Bjmkpresr- 
dent James WaifensohnV 
commitment to expand edtr- 
cational oppartumtywtth 
the boards’ lamentable deci- 
sion on debt - 


wupauuui economic 
reforms.-Theawssage seams ■■ [ I 
tohe/tiwt Atftofr debt cartas ' i V 


another sever to ib years. 

. .In abort, this deefatoh is 
unacceptable ai^bes to be : 


donors’ jewel is the eco- 
nomic reform crown. Hold- ' 
ingback on debt relief sot ' 

only sends the wrong politi- 
cal signal to Uganda, It will 
also have a huge impact on 
those beavfly indebted pocer 
countries is Africa and else- 
' where which are carrying ■ ' 


should w let for Ugandan 


IMF/Worid Bankmeeting. 
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A better Britain confronts a bitter Britain 


From Mr Peter Thai Larsen. 

Sir, Could you let us know 
where Michael Prowse has 
been for the past few 
months? His impressions 
«rinf-o his return from the US 
(“Back home in a better 
Britain”, March 15/16) sug- 
gest he haspassed the time 
wearing a virtual reality 
headset supplied by Conser- 
vative Central Office. 

He has obviously not bad 
to seek medical treatment on 
the National Health Service. 
Neither can he have tried to 
find a decent state school for 
his kids. He cannot have 
been near a u ni v ersi ty to 
experience tbe “huge expan- 
sion*' that has taken place 
without a gimflar inwftaaA rn 

funding. 

ffis part of London is 
clearly free of homelessness, 
poverty and crime. (Or could 
it be that, because these . 
problems are so much worse 
in the “dynamic, entrepre- 
neurial” US, he does not 
thfnk them worth mention- 
ing?) And 1 am sure most 
Londoners would love to 
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know what reliable part of 
tiie London Underground he 
uses, and at what time of 
night he ventures on to the 
M25 London orbital motor- 
way. 


Peter Thai Larsen 
18 College Heights, 

246 St John’s Sheet, 
London EC1V 4PH, UK 


From Mr Gianni Manca. - 

I am an Italian have 
worked and resided in the 
UK for the last eight years. 

I read with great interest 
Michael Pnowse’s article In 
last weekend's FT and.unre- 
servedly .share his views. No 
one can doubt that IS years 
ago the UK was a shambles 
and on a declining path. 


Thanks to Thatcher radical- . 
tern and Major consoUdaticai 
it now unquestionably has 
the strangest economy and 
is the bast nm country-in - 
Europe, and arguably inthe 
world.’ 

*■' The fect is that voters / 
have very short memories 
. and a substantial number of - 
them (those up to the age. of 
35> have ne ver known the 
desperate straits In which 
tixfs overtaxed and strife- - 
tom country was20 years : 
ago. l ean only hope that 
they win all are the light an 
election day. 

Either this or.paradoxl- 
cally. let me hope that Mr '• ■■ 
Blair will be vbtad.to with a 
healthy majority which wifi - 
not make it necessaryibr 
him to compromise too 
much withhis vociferous 

flwr! w nmAriraTly 

leftwingers. 
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Piergrossf Villa Manca 
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Jobs will go in anti-dumping drive 


From Mr Peter Booth. 

Sir, Your article by Jenny 
Luesby on anti-dumping 
action taken by the Euro- 
, pean Commission, (“Brussels 
j move on dumping a Viola- 
tion’ ”, March 17>.against 
imparts of unbleached cot- 
ton fabrics is right to draw 
I attention to tire questionable 
nature of the Commission’s 
action and its methods of 
trying to secure a majority 
vote ahead of schedule. 

I wonder how much its 
premature timing is affected 
by the political events tak- 
ing place in the UK this 
week, perhaps in the hope of 
passing through these dam- 
aging duties when the UK’s 
eye is off the ball. 

Quite apart from the tech- 
nicalities as to whether this 


action is in violation of the • 
World Trade Organisation 
rules and: procedures, the 
reality is that a number of 
dyeing and -finishing busi- 
nesses in the UK are already 
suffering as a result of the .. 
six-month provisional anti- 
dumping duties imposed last 
November. The Transport 
and General Workers Union 
already has a list of seven 
companies directly affected, 
and no doubt many others 
will be added should the 
duties be extended. 

If member states are not 
ahve to the threat to jobs, 
and this action is ratified 
and put into place for a five- 
year period later tins week, 
then thousands of UK jobs 
will be lost as a result of 
European bureaucratic bun- 


gling. Throughout this fiasco 
we have called for a wider 
view of the total trade impli- 
cations to be tflfcen tntn 
account, and the impact that 
any action would have in 
regions already suffering 
fmm higher awntgt* 1 

levels of unemployment 
We hope it is not too late 
far sense to prevail and for 
the interests of all the sec- 
tors in the textile pipeline to 
be balanced against these of 
one specific sector. 


Politics is 

not business f orm , , n 
leaders’ forte Jt!,nai1 


Peter Booth, 

national secretary, textiles; 
Transport and General - 
Weaken Union, 

National House, 

Sunbridge Road, 

Bradford, West Yorkshire, 
HD12QB.UK - 


Europe cannot blame Bundesbank 


From Mr PeterVtxxm. 

Sir, While I may have 
agreed with fee arguments 
of Professors Modigliani and 
Baldassam (“A euro minus 
the D-Mark”, March 14) had 
i the article appeared in tbe 
summer of 1993, 1 am no lon- 
ger sure that we can con- 
tinue to blame the Bundes- 
bank far Europe’s economic 
ids. 

Locking back over a 
medium-term perspective, it 
is true the Bundesbank was 
slow to relax monetary pol- 
icy. which, made a big contri- 
bution to the severity of the 
European recession in 1992/ 
93 and which in turn has left 
Europe with more than. 18m 
unemployed. 

However, to suggest that 
“the Bundesbank, could 


quickly reduce the jobless 
total in Germany - and in 
other European countries - 
by adopting a less restrictive 
monetary policy*' Hies in the 
face of the facts. 

Since August 1992 the Ger- 
man discount rate has fallen 
from a postwar high ctf 8.75 
per cent. to a postwar low of 
2i> per cent In real terms 
the rate is now at Us lowest 
since spring 1983. Daring 
this period the level of 
unemployment has climbed ' 
by almost L3m (a dip in 1994 
notwithstanding) to more 
than 4J*m. Admittedly, the . 
real effective exchange rate 
is stm some 5 to 10 per cent 

Stronger "jfrvfflirT typndy y 

1992, but it has actually been 
depreciating since early 1995. 

Given this background it 


is hard to argue that 
Europe's problems are 
caused by excessively tight 
German monetary policy. 
Instead, restrictive fiscal pol- 
icies across the continent 
and structural factors, such 
as high payroll taxes, are 
playing a . bigger role in ham- 
pering growth and employ- 
ment. it was European 
Uhtapgovernments which 
signed up to the Maastricht 
treaty in 1991, and it was 
they that voluntarily donned 
the hairshixt of fiscal 
restraint rather than have it 
forced upon them by the 
Bundesbank. 


Peter Dixon, 
KdnJgslacher Strasse 23, 


Germany 


No rebound in Italian deficit after Emu 


From MrFUbrhao 
GahmbertL 

Sir, Martin Wolf (“Emu’s 
hidden strains”, March 11 ) 
reports a remark by Prof 
Ronald M cKinno n: Emu's 
great achievement has been 
| to force politicians in coun- 
tries such as Italy to make 
necessary fiscal corrections. 
The implication drawn by 
Mr Wolf is that “quite rea- 
sonably, confidence in the 
contmuation of such painful 
fiscal adjustment after mon- 
etary union must be small”. 

Prof McKinnon’s state- 
ment is largely true (even if 
more than half the remark- 
able nine-point improvement 


in the ratio of the primary 
balance to gross domestic 
product since tbe low point 
of 1985 took place before the 
Maastricht treaty was 

signed). On the other hand, 
Mr Wolfs implication is 
quite unreasonable. The 
view that once Italy is in 
Emu and Maastricht’s stric- 
tures are oat of the way, the 
deficit will take off again 
ignores the fondamental dif- 
ference between total and 
primary-balance. 

The latter is a surplus, and 
one of the highest In the 
world. With monetary union, 
tbe interest burden will 
decrease sharply, the fiscal 


position win become sustain- 
able (no need for more “pain- 
fol fiscal adjustmentT) and, 
in any case, Maastricht’s 
strictures win have been 
replaced by tbe command- 
ments of the “stability pact”. 

Italy’s policymakers will ' - 
st£Q have a lifetime of . work 
to do, as the quality of both ' 
laxesandiHrimaxy expendi- 
tures is unacceptably low. . 
But after Emu, the problems 
will be ones of quality, not . . 
quantity. 


From Lord HdrrisofHigh : 
Cross. ' 

Sir, 1-have high respect for 
Sir Colin Marshall antimony 
of the others calling for what 
in my view-amounts to low- . 
ering our guard on Brussels . • 
(Letters. March 11). But then . 
I knew their predecessors ; 
better In the 1S6G8 and .W ■ 
and respected them no less 
as businessmen. . 

My quarrel with tiie dubi- , . 
ous Confederation of British . 
Industry consensus now, as 
then, is that firsf-clas busi- , 
nessmen can be rotten . 
judges of politics. Dare I 
recall their weB-orchestrated 
enthusiasm for Selwyn 
Lloyd’s pet Neddy, or Getxge . 
Brown’s phantom National . 
Plani or Edward Heath's ' .. 
ephemeral prices and • 
incomes policy, and many 
leaserfedsandfeiKles.- 1 
Those of us at the Institute' : 
of Economic Affairs and : 
beyond who felt driven to 
persist with pafodpted . 
doubts — as do mahy-Euro- 
sceptics - were equally •' 
denounced for confrontation, 
not only by Mr Blair’s prede- 
cessors but, alas, byffir ’ r - . 
Ccflin Marshall's; 

It scarcely helps reasoned 
discussion for Sir Colin and. 
co to present the ch oice as 
“the path Of Isolation”. ver- 
.sus “the heart of Europe". - ' 

Let me, therefore, pose * k 
three questions. Are Switzer: Jf 
land; or Norway, or the US Jl 
“isolated” by being outside V 
the European Unton? Since 
Britain at its best has led the . 
way in trading with the 
whole world, inigfat not the 
curt^dtffie^anw^fo tbe . 
EU prove an example of 
business short-termin'? To 
avoid missing out on tbe ' 
exploding markets of Asia. 
will Sir Colin - or bis sue-; 
cessor - soon be proposing a 


cha 


siyftto the heart of China? 


Lord Harris of High Cross, 
S Cattiey Owe, 

Wood Street, Barnet, 
Herts EN54SN.UK 


Big problem 


Fahrizto Galimbertiv 
12 KooyongkootRoad, 
Hawthorn 3122, 
Australia - 


Feline brainpower is no match for robots 


From Mr Aristodes 
Pappidos. 

Sir, Andrew Baxter, in 
writing about robots In his 
“Minds ctf the future" article 
(March U), quotes a Prof 
Warwick who says: “Wi thin 


five years they Drobotel will 
have the brainpower of 
cats.” 

As someone who has bad 
cats as wonderful pets tear 
41 years, I would like to 
ask Prof Warwick a ques- 


tion. Whst brainpower? 


From Mr Heaven Cote. 

Sir, You comment tm fig- 
ures showing a sharp 
-increase in the proportion of 
Americans classified as 
obese (“Weighty issue for .. 
Americans”, Man* 15/16)- 
But statistics for the UK 
indicate that the share of its 
population similarly over- 
wclghtlsbothlargerand- 

growing more rapidly. - with 
partkatiariy troubling 
emphasis on the young. 


74 Essex Street, 
Jersey City, 

NJ 07302 • 

US 


Harvey Cole, . 

B Clifton Road, 

Winchester, 

Hants S022 5BP, UK 


. . -".-wi 
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Television/Christopher Dunkley 

The great survivors 


T elevision, we are told, is a 
fleeting thing. “New"' is its 
by-wordL The, images are 
transient, programmes 
-come and- go, the medium 
chews op talent, spits it out, and 
switches to the next fashionable fla- 
vour. When my predecessor, T.C. Wor- 
sley, gathered bis FT columns into a 
booh, the title he chose was Television: 
The. Ephemeral Art. Yet when that 
boot was published in 1970 the BBC’s 
astronomy programme. The Sky At 
Niohi,_haA already been running for 13 
years*, it started before Spu tnik i went 
up, and today, 40 years later, with the 
moon landings a part of history, ft is 
still going strong. Moreover the pre- 
senter is still Patrick Moore, the man 
who presented the first edition and 
who. appears to work today as he 
always has — ' ton of passionate elo- 
quence, in well constructed sentences 
‘ - without autocue. 


still with ns today. The Sky At Night is 
not the oldest That, title goes to Pan- 
orama which started in 1953 and & 
therefore 44 years old. True, ft began 
as a fortnightly magazine programme 
which included atticism of the arts 
from a regular teaxv’but its chief 
interest was always-* current affairs, 
and it has been in its single-subject 
weekly format for a long time now. 


BBC Television News is a year 
younger than Panorama, and This Is 
Your life has been with us, on and off, 
on 1TV and BBC, for 42 years. 

Next on the list (compiled with the 
help of the new edition of Tise Vatu- 
magi's excellent book, British Televi- 
sion, OUP) is the 41-year-old What The 
Papers Say ... or it would be next, 
assu min g it was still alive. It has 
always been made by Granada and 
was, for most of its life, shown on ITV. 
Then, shortly after the Thatcherite 
broadcasting shake up, it became the 
first ITV programme to be cotomis- 


sometfmes towards the middle of the 
night, run in short series, cut down 
from 15 minutes to 1 0 , and now, just 
after the annual WTPS Awards, has 
ominously disappeared altogether. 

The Sky At Night comes fifth, and 
then the BBC’s children’s magazine 
programme. Blue Peter, which began 
in 1958 and is still watched in the 
Dunkley household even though the 


children for whom It was originally 
switched on every Mondhy afternoon 
have set up homes of their own. It 
seems that the ironing cannot be done 
without it Seventh is the Saturday 
afternoon sports programme, Grand- 
stand and eighth is Coronation Street 
which was launched in 19«J and is 
still expanding, having added a third 
weekly episode in November. Ninth is 
the programme of listeners' letters. 
Points Of View, which specialises to 
presenters called Robinson - Robert, 
Kenneth, and Anne - though Barry 
Took stood in for a while. Number 10 
on this list of greybeards is Songs Of 
Praise. 

It is hardly surprising that seven of 
these 10 oldest programmes belong to 
BBC1, since that is our oldest channel, 
nor astonishing to note that they 
include standard items which virtually 
any general interest network would be 
likely to include: news, sport, chil- 
dren’s magazine, and so on. This does 
not invalidate the argument that tele- 
vision (British television, anyway, yet 
that of other countries too, judging 
toom what 1 have seen abroad) is much 


less fickle and more resistant to 
change than received wisdom would 
have us believe. However, the more 
interesting long term survivors are 
those programmes which are not pre- 
dictable, not common to every major 
general interest network. 

I t is on these grounds that the 
longevity of programmes such as 
The Sky At Night, This Is Your 
Life, and What The Papers Say is 
so interesting. There are even 
more of them in the next ten titles 
(Nos 11 to 20 in the Great Survivors 
list): University Challenge. World In 
Action. Top of The Pops, Horizon, 
Match Of The Day, Tomorrow's World. 
Jackonory. News At 10. Omnibus and 
Dad's Army, assuming yon can count 
Dad's Army, which was only in produc- 
tion between 1968 and *77 but, tfiawkn 
to repeats, scarcely seems to have been 
off screen for nearly 30 years. It is not 
hard to understand a daily news pro- 
gramme or a soap opera having a long 
life, bnt why a programme about 
weird inventions (Tomorrow's World)? 
Why a series in which a man with 


huge loose suits and wonky eyebrows 
sits in a tiny studio and talks intensely 
about black holes (The Sky At Night)? 
Why a genera] knowledge quiz 
between college students (University 
Challenge )? 

The answer, surely, is that all these 
series, predictable and unpredictable, 
are alike in one respect: they are clas- 
sics - not (or not necessarily, anyway) 
in the sense that Beethoven’s Ninth is 
a classic, hut more in the sense that 
the Harris Tweed sports coat and the 
Bic ballpoint are. They are supremely 
well suited to the purpose for which 
they were designed. I have never liked 
This Is Your Life which, too often, 
seems toe-corlingly embarrassing; in 
last week’s programme they came per- 
ilously close to damning Richard Whi- 
teley with faint praise, and this 
week's, with Sian Phillips, looked like 
a luwie rally organised by Equity. Yet 
if what you want is a half-hour blog 
for minor celebrities it would be diffi- 
cult to think of a better suited vehicle. 

The same is true of What The Papers 
Say. Obviously television has been 
hopelessly inadequate as a public 


watchdog on the press (compare and 
contrast the space, money, effort, staff 
that newspapers pat into the opposite 
function). Bnt if an opinionated 13- 
minute weekly roundup delivered by a 
Fleet Street journalist is all that televi- 
sion is willing to sustain - like getting 
actors to write theatre reviews - then 
WTPS is (was?) a simple classic that 
could hardly be bettered. Songs Of 
Praise with Its outside broadcast cam- 
eras attracting the largest congrega- 
tion in the history of any given 
church, reminds metropolitan cynics 

that in the age of virtual reality and 
sheep cloning there is still a world of 
Women's Institutes and flower rotas 
oat there. 

Indeed, this spine of ancient titles 
running through the television sched- 
ules is a vivid illustration of the resil- 
ience of British institutions and life- 
styles. This Is Your Life with its 

sentimentality, hero worship and love 
of family will still be there long after 
television's current crop of revisionist 
biography series (Secret Lavs and so 
on) have been forgotten. The country 
is dotted with eccentrics to anoraks 
and wellies poking their telescopes out 
of their garden sheds every night to 
gaze out beyond Alpha Ceuta uri in the 
hope that their name will one day be 
given to a spinning gas ball that 
ceased to exist before the birth of 
Christ I back Patrick Moore and The 
Sky At Night to outlast The Spice Girls 
and 77?e Girlie Show. 


Green all the talk about mutability 
and impermanence, it is astonishing 
how many of the- programmes that 
were in the schedules 25. years ago are 


sioued by a BBC channel. Unfortu- 
nately BBC2 has proved anything bnt 
a faithful friend. The hue 

been pushed around the schedule. 


Theatre/ Sarah Hemming 

Welsh spin on a 
black comedy 

S ome of the new trying to hold their own. sent to recover money for 
Welsh drama I have And Harris puts an enjoy- the local loan shark, 
encountered recently able Welsh spin on .the situa- As the play spirals down- 
has had a wildly sur- tion. hill into despair, we realise 

real streak that is strangely Many of the plot twists that the fantastic style is 
invigorating. So it proves have to do with the exceed- just a screen. In fact the 
with Badfinger, Simon Har- ingly wet weather and there characters are just four of 
ris's oddball black comedy is a lugubrious atmosphere life's losers trapped into 
which launches the “Four to the proceedings that even dependence; Harris draws a 
Corners'' season at the Don- the abundant black humour world where even wit and 
mar. Warehouse. and Michael Sheen's cod talent can be suffocated by 

Badfinger, performed by melodramatic effects - thun- social circumstance. 

Thin Language Theatre derclaps, flash es of li ghtning The play's biggest flaw, 
Company, is bizarre and and so on - do not dispel. however, is that its impact is 
playful, at once enormously lost in the telling . The very 

derivative and quirktiy origi- a' ^ entre of the play is twists and turns and word 
naL It is indisputably Wales ■ Meyrick, the play that make it superfi- 

on stage, but It .is- a. Wales ft . jumped-up owner, dally entertaining also mean 

portrayed in high relief V ^ a middleaged man that it begins to sag and lose 

through a mishmash of who Is a strange combina- momentum. After a while 

styles that borrows tion of the savage and the you begin to sympathise 

unashamedly. sentimental (a fine, tense with Meyrick as he urges 

Harris has made no secret performance from Robert Speed to “get to the point", 
of the fact that he is influ- Blythe). He and his simple- Sheen's production keeps on 
ended by David Mamet and tan sidekick Johnnie (Jason, springing the surprises and 
Badfinger has much in com- Hughes) are visited by a maintains the suspense, 
mon with American Buffalo, lanky loaner called Speed sending the nervy control 
R is set in the seedy back- (Rhys If arts, restless and ricocheting from one charac- 
room of a junkshop; the compelling). Speed is busy ter to another, but it cannot 
characters are all male low- expounding his theories on save the play from its own 
lifers; the action ccropist^ chance, chaos and .logic, .excesses. . 
largely of shifts" of powb: when a drugged youth flings That said, there is much to 
between them as revelations himself and his problems enjoy here. A pair of pruning 
are made and the dialogue through the shop window. shears and a willingness to 
makes virtuoso use of bad What is Meyrick’s relation- shrug off some influences 
language. ship to this youth? Does he next time might reveal in 

But the play also owes have a dark secret? Speed Harris an exciting new 
something to the thriller attempts to blackmail the Welsh voice. 

genre and could even hark truth out of him, but Is inter- 

back to Ben Jonson's come- rupted by the arrival of Donmar Warehouse, London 
dies, with its lurid portrayal another unsavoury charac- WC2 to March 22 (0171 369 
of a. group of needy misfits ter: a bible spouting thug 1732). 



Shifts of power between low-lifers: Rhys (fans m ‘Badfinger’ mwam* 


Theatre/Ian Shuttleworth 

Takes on the cinema 


F orkbeard Fantasy (alias 
the Brittomioni Brothers) 
have a playful love of film 
coursing through their 
veins; cut them, and they would 
Meed celluloid. It is natural then, 
that they should have created a 
show for the Century of Cinema 
celebrations in their characteristic 
style which combines film, live 
action and special effects 
somewhere to the region between 
Ray Harryhansen and Heath 
Robinson. The centenary has 
passed but the show - like the 
huge caryatids which support the 
crumbling, sinister Empire 
Theatre, survives. 

Thu and Chris Britton and 
Edmund Job hug are basically big 


kids with a huge toybox. The Fall 
Qf The House Of Usherettes is a 
work of childish silliness mixed 
with an adult taste for 
referentiality, nodding as it does 
to films ranging from The Shining 
to Cone With The Wind and 
directors from Blake Edwards to 
Tarkovsky. 

As the grasping Bernard von 
Earlobe attempts to steal the 
world’s only remaining liquid film 
archive from Roderick Lily hair de 


Usherette and his three weird 
sisters (cue running 
Macbeth-related gags), an hour and 
a half ensues of chase sequences to 
which characters disappear behind 
a projection screen to pop up on 
film, intruders are imprisoned in 
slapstick film loops, towering 
monsters and improbable 
(re)animation sequences all come 
thick and fast 

Technically, the Brittons and 
their co-designer Penny Saunders 


are immense ly skilled — although 
they relish the illnsion of 
shambles, the reality is plainly one 
of precise orchestration. 

The spirit of the show, one of 
daft but knowing fun, is also 
enormously appealing. Things toll 
apart, however, in the narrative 
aspect; it becomes progressively 
more difficult to maintain a 
coherent line through the warped, 
irrepressible ideas being pulled 
out at high speed like the 


flags of all nations from a 
magician’s hat 

After a certain point one simply 
has to trust that all these frayed 
threads will be brought together 
by the end, and they are not; the 
final barrage of spetial effects 
constitutes a conclusion rather 
than a resolution. The final 
destination of the piece, and 
indeed the route travelled, are 
subordinated to the rollercoaster 
loops and twists of the ride. One 
cannot shake the nig gling 
suspicion that it ought to he more 
thoroughly enchanting than it is. 


Lyric Studio, Hammersmith 
London W6 until April 5 (0181-741 
2311). 


Opera in Sydney/David Murray 

Merged talent 


S ydney used to have 
The Australian 
Opera, and Mel- 
bourne the Victoria 
State Opera. Recently they 
merged to become Opera 
Australia, amid the usual 
promises of sensible econo- 
mies and higher standards. 
When they counted their 
pennies again last month, 
however, what was believed 
in October to be a manage- 
able deficit of A$lm-pliis had 
unaccountably grown to 
A$3m-plus. The instant 
result was the cancellation 
of the Melbourne winter sea- 
son. Melbourne is cross, 
though Opera Australia's 
new management is pleading 
that Melbourne audiences 
were never that good in the 
winter. 

Meanwhile the Sydney 
summer season has gone 
i down well, and I caught the 
fag-end of it By then, two of 
the three principals in a 
much-praised revival of La 
Traviata - Elijah Mosh- 
insky's 1994 production - 
had been supplanted by new- 
comers who did nothing for 
the drama. The Chinese 
Alfredo, young Du Jigang. 
was eerily inscrutable from 
start to finish, in surrealist 
Italian, and a metallic light- 
heroic timbre seemingly 
learned from ancient 78s. 
Young Richard Alexander 
stamped his jealous Baron, 
who gets all of about five 
minutes to sing, with five 
times more character. 

As Germont-the-heavy- 
pere, Henry Ruhl had appeal- 
ing, lyrical moments in his 
middle register, and the 
mien of a kindly, ineffectual 
uncle. With nobody to play 
to, Cheryl Barker’s valiantly 
sung Violetta emoted in a 
void, sometimes to fine 
effect and sometimes not. 
Carlo Felice Cillario, impec- 
cably stylish in both of 
Verdi’s act-preludes, was too 
solicitous for his singers, 
often accelerating a phrase 
for one and braking it hard 
for the other within a single 
duet: obtrusive, and distract- 
ing. 

Michael Yeargan's sump- 
tuous sets, more acutely sen- 
sitive to the period and the 
situations than any I recall. 


were quite splendid, and 
probably accounted for some 
of the deficit The pleasantly 
old-fashioned sets for Doni- 
zetti's La Pille du rigiment 
were brought back from a 
1986 staging which let Joan 
Sutherland reappear in a 
favourite role, but Joseph 
Ward has produced the 
opera afresh. Not quite the 
mot juste: but this version 
most at least have been dif- 
ferent 

For it was built around 
Emma Lyson's bright ener- 
getic, killingly winsome 
Marie, the tomboyish vivan- 
diere of the title; where as 
Dame Joan was enacting the 
role in her 60th year. Lyson 
has terrific attack, muzzy 
French, an intermittent 
vagueness about pitch and a 
weakness for OTT mugging 
that should be put on a muz- 
zle at once. Her tenor was 
the American Bradley Wil- 
liams, small-voiced but ele- 
gant, whose very “correct” 
French was a rebuke to 
everybody else's. 

A s a show. Die Fle- 
dermaus won hands 
down. Lindy 
Hume's effervescent 
production, which began at 
the West Australian Opera 
in Perth last year, transfers 
the action to 1930s Manhat- 
tan: not implausible, and it 
provided an excuse for more 
stunning sets, th is time by 
Richard Roberts. The Eis ea- 
sterns’ penthouse contained 
a Brancusi and a Lfeger, with 
the Chrysler building loom- 
ing outside. 

If the leading ladies belted 
out their numbers without 
the cosy Viennese nuances 
that lend an extra dimension 
to the music, the Elsenstein 
and Falke were clever - the 
one an urbane comedian, the 
other distinctly sinister. The 
American conductor Dobbs 
Franks supplied strong pro- 
fessional drive, and we had 
an uncanny Price Orlovsky 
from Suzanne Johnston. I 
expected a Marlene, but no: 
Johnston was pure Garbo en 
traoesti, right down to the 
quirky little smile. She lit up 
what was anyway the snap- 
piest, least indulgent Fleder- 
maus I’ve seen in years. 



AMSTERDAM 

EXHIBITION 

Amsterdam® Hfetorisch* 
Museum 

Tfit 31-30-5231822 
• Peter da Grate en Holland: 
exhfltftlon bringing together 
objects collected by the Russian 
Czar Peter the Great (1672-1725) 
.dwfng his stay fn Hofland 300 
years ago. Included are a number 
of paintings by 17th century 
Dutch masters,, scientific 
instalments and persona! 

belongings of the Czar, to Apr 13 


■ BARCELONA 

EXHIBITION 

Fund acid Antoni T&pias 
Tel: 34-3-4870315 
• Ana Mendieta: retrospective of 
by tiie Cuban artist whose 
•us'taWaitons and sculptural pieces 
examined the female body and 
P^ception of It as a passive 
vlG tim of crime and violation and 
aa a sacred myth. Given the 
fPhemerel nature of much of 
Mencfeta's work die exhibition 


largely consists of film and 
photographic material, although 
three of her Installations have 
been re-created; 
to Mar 30 


■ BERLIN 

DANCE 

Deutsche Oper Berlin 
Tet 49-30-3438401 
• Baltett der Deutschen Oper 
Berlin: perform ‘Dream Time' to 
music by Takemftsu, 
choreographed by Kylian, 'In the 
Middle Somewhat Sevated’ to 
musk: by Willems, choreographed 
by Forsythe and ‘Keimkehr’ to 
music by Mahler, choreographed 
by Seyffert; Mar 20 


■ CAMBRIDGE 

EXHIBITION 
Ffewiffiam Museum 
Tel: 44-1223-332900 
• Rembrandt and the Nude: this 
is the second in a soles of 
exhibitions devoted to the 
museum’s collection of 
Rembrandt etchings; to Mar 31 


■ COLOGNE 

JAZZ & BLUES 

Kfilner PhUharmonie 

Tel: 49-221-2040820 
• WDR Big Band: conducted by 
Bill Dobbins perform lazz music; 
Mar 22 


JBLIN 


Concert Hall 
1-6711888 

ihamber Orchestra; with 


conductor Ronnuala Hunt 
performs works by Bennett, 
Walton and Dvorak; Mar 23 


■ GLASGOW 

CONCERT 

Glasgow Royal Conceit Hall 
Tel: 44-141-3326633 
• Royal Scottish National 
Orchestra: with conductor 
Thomas Dausgaard and the Royal 
Scottish National Orchestra 
Chorus perform works by 
Lutoslawski, Szymanowski and 
Tchaikovsky; Mar 20 


■ LONDON 

CONCERT 
Barbican Had 

Tet 44-171-8384141 

• Orchestra RevolutionnakB et 
Romantique: with conductor John 
Biot Gardiner and perform works 
by Schumann; Mar 21 

Royal Festival Han 
Tel: 44-171-9604242 

• The Rake's Progress: by 
Stravinsky. Conducted by Andrew 
Davis and performed by the BBC 
Symphony Orchestra and the 
BBC singers. Soloists include 
soprano Joan Rodgers, tenor 
Barry Banks and bass Alastair 
Miles; Mar 22 

EXHIBITION 

Victoria & Albert Museum 
Tel: 44-171-9388500 

• In Pursuit of Old Masters: at 
the end of 1994 the Victoria & 
Albert Museum received more 
than 300 Arundel Society 
watercolours in a transfer from 
the National Gallery. This display 


follows the history of the Society 
and includes prints in line, colour 
and wood engraving; to Mar 30 

THEATRE 
Lyttelton Theatre 
Tel: 44-171-9210631 
• The Homecoming: by Pinter. 
Directed by Roger Michell. The 
cast includes Keith Alien, David 
Bradley and Lindsay Duncan; Mar 
19, 20, 21, 22 


■ LUXEMBOURG 

CONCERT 
Theatre Municipal 

Tet 35 2-470895 
• Orchestra Philharmonique du 
Luxembourg: with conductor 
Sakari Oramo and cellist Uufe 
Claret perform works by 
Stravinsky, Prokofiev and Nielsen; 
Mar 20 


■ LYON 

EXHIBITION 

Mus£e des Beaux-Arts de Lyon 
Tel: 33-4-72 10 17 40 
• Kees van Dongen, i'oeuvre sur 
papier (1895-1914): this 
exhibition, the first devoted 
specifically to van Dongen's 
works on paper, features 90 
drawings, gouaches and 
watercolours, as well as over a 
dozen of the artist’s paintings and 
25 works by friends and 
contemporaries, including 
Stelnlen, Signac. Picasso, Derain, 
Toulouse-Lautrec, Marquet and 
Matisse; to Apr 6 


■ MADRID 

exhibition 


Museo National Centro de Arte 
Retna Sofia Teh 34-1-4675062 
• Vicente Rojo: retrospective 
exhibition featuring 94 paintings 
by the Catalan artist, produced 
between 1960-1996; 
to Mar 24 


■ NEW YORK 

ART & ANTIQUE FAIR 
7th Regiment Armory 

Tel: 1-212-4720590 

• The International Aslan Art 
Fair the second International 
Aslan Art Fair features 60 
exhibitors, showing a wide range 
of Oriental and Islamic works from 
the Far East, including China, 
Japan and Korea as well as 
Southeast Asia, India and the 
Middle East Exhibitors include 
Oliver Hoare, Gisele Croes and 
John Eskenazi; from Mar 22 to 
Mar 26 

EXHIBITION 
Brooklyn Museum 

Tel: 1-718-638-5000 

• Mistress of the House, 

Mistress of Heaven: Women in 
Ancient Egypt exhibition 
examining the role of women in 
ancient Egypt in the court, family 
and temple. Approximately 200 
objects will be on display, 
including 20 rarely seen pieces 
from the Museum’s permanent 
collection; to May 18 


■ PARIS 

CONCERT 
Cite de la Mutique 

Tel: 33-1 44 84 45 00 
• Orchestra et d£partement de 
chant du Conservatoire de Paris: 


with conductor Pascal Roph6 
perform works by Debussy and 
Ravel; Mar 20 

Musde d'Orsay Tel: 33-1 40 49 
48 14 

• Tokyo Quartet perform works 
by Schubert and Brahms: Mar 20 


■ STOCKHOLM 

CONCERT 

Stockhotms Konserthuset 
Tel: 46-8-7860200 
• Gideon Kremer ‘performance 
by the violonist, accompanied by 
Veronica Hagen, Clemens Hagen, 
Alois Posch and Oleg 
MaJsenberg. The programme 
include works by Shubert, 
Schnittke and Harbison; Mar 21 


■ VIENNA 

CONCERT 

Musikverem Tel: 43-1-5058681 

• Goteborg Symphony 
Orchestra: with conductor Neeme 
JSrvi perform works by Tubin, 
Stravinsky and Lid holm; Mar 20 

OPERA 

Wiener Steatsoper 
Tel: 43-1-514442960 

• Siegfried: by Wagner. • 
Conducted by Runnieles and 
performed by the Wiener 
Staatsoper. Soloists include 
Eaglen, Gonda and Efraty; 

Mar 20 

Listing selected and edited by 
ArtBase The International Arts 
Database, Amsterdam, The 
Netherlands. Copyright 1997. All 
rights reserved. Tet 31 20 684 
6441. E-mail- artbassOpLnet 
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Arab anger as 

Work starts on east 
Jerusalem settlement 


By Judy Dempsey and 
Avi Machfis m Jerusalem 

Mr Beniamin Netanyahu, the 

Israeli prime minister, yester- 
day defied world opinion by 
beginning the construction of 

a new Jewish settlement in 

Arab east Jerusalem. 

As four bulldozers, under 
heavy guard, cleared the way 
to the barren stony bill of Bar 
Homa, Mr Saeb Erekat, chief 
Palestinian negotiator spoke of 
“a black day for the peace 
process". 

"Everything we have worked 
for is being taken away by the 
Netanyahu government," he 
said. 

But Mr Netanyahu said: 
“There is no good time to build 
in Jerusalem because there are 
always objections to such 
building: We intended to build. 
We promised to build. And we 
are building." 

Hamas, the Islamic Resis- 
tance Movement responsible 
for the wave of bombings in 
Israeli cities last year, called 
for a Palestinian uprising to 
protest against the start of 
work on the settlement 
Small groups of Palestinians, 


led by Mr Faisal Husseinj, the 
Palestine Liberation Organisa- 
tion’s minister for Jerusalem 
affairs, looked on as the bull- 
dozers started removing earth. 

Mr Hnsseini, who is camping 
out with bis followers In tents 
close to the site, accused Israel 
of escalating the crisis. "We 
feel we must confront their 
plans," he said. 

Mr Erekat said there was a 
growing sense of hopelessness. 
"What can we do? The Israelis 
have an army, an air farce, a 
police force. They seem above 
the law. Even the US is doing 
nothing about it [the settle- 
ment].” He had earlier warned 
that cons tru ction of Bar w«w»a 
would play into the fom** of 
e xtremist s 

It is unclear what strategy 
Mr Yassir Arafat president of 
the Palestinian Authority, wm 
adopt in the following days. 
Several countries have warned 
him against resorting to vio- 
lence. 

The Israeli military and 
police forces have stepped up 
patrols, «wifag off Bhr Homa 
and preventing Israelis from 
entering cities under Palestin- 
ian control. Both sides have 


agreed to suspend joint patrols 
in the West Bank for security 
reasons. 

Israel's decision to bufid at 
Ear Homa - Jabal Abu 
Ghnelxn in Arabic - has 
rocked the peace process. The 
city is holy to Jews, Moslems. 
and Christians, with. Jews 
Palestinians equally deter- 
mined to claim it as their capi- 
tal. Unde* the 1998 Oslo Decla- 
ration of Principles, the future 
of Jerusalem was recognised, 
as the most sensitive issue, to 
he resolved in the final phase 
of talks. 

Mr Shimon Peres, leader of 
the opposition Labour party, 
criticised the Israeli govern- 
ment for "a very serious mis- 
take" in focusing attention on 
the controversy surrounding 
Jerusalem. 

m Jewish settlements on occu- 
pied Arab lands have a higher 
percentage of vacant homes 
than inside Israel, the Central 
Bureau of Statistics said on 
Tuesday. Reuter reports from 
Tel Avio. In Israel, 5 pa - cent 
erf housing stock was empty 
compared with 12.1 per cent in 
Jewish settlements in the West 
Rank and the Gaza Strip. 


EU likely to impose duty on 
dumped Norwegian salmon 


By Caroline Southey 

in Brussels and 

James Buxton in Etfnburgh 

Sir Leon Britton, the European 
Union's chief trade negotiator, 
is expected to recommend a 
13.7 per cent duty on imports 
of Norwegian salmon after a 
European Commission report 
accused Norway of dumping. 

A confidential report by 
commission experts says Nor- 
wegian producers have been 
selling salmon in the EU at 
less than the cost of produc- 
tion. The report added that 
Norwegian producers had been 
paid unfair state subsidies, 
causing prices to fall and Scot- 
tish salmon growers to lose 
profits. 

The finding will be wel- 
comed in the highlands and 
Islands of Scotland where the 
salmon industry is based. In 
the run-up to the general elec- 
tion it will also help offset 
complaints that the Conserva- 
tive government has done 


too little for the industry. 

Mr David Windmill, manag- 
ing director of McConnell 
Marine Harvest, the biggest 
Scottish producer and a lead- 
ing force seeking action 
against Norway, said: “If what 
we've heard is correct then 
we're pleased. We're hoping to 
achieve a level playing field 
with the Norwegians.” 

Sir Leon has the power to 
Impose provisional duties for 
six months after consulting 
the EU*s committee on anti- 
dumping, which is made up of 
officials from member states. 
The committee will discuss his 
recommendation tomorrow 
and is expected to make a deci- 
sion in early April 

Extending the duties beyond 
six months needs the approval 
of EU member states. 

EU trade officials said it was 
difficult to predict which way 
member states would vote. 
"The fish-processing industry 
will lobby hard against duties 
as they want an abundant sup- 


ply of (heap fish. Such sup- 
plies come mainly Cram Nor- 
way," said an EU official. But 
he added that member states 
might back the duties on the 
grounds that other fish mar- 
kets could be similarly affected 
in fixture. 

Fish formers in Scotland 
have complained that the Nor- 
wegian Industry dumped flab 
in the EU between August 1995 
and July 1996. The report rec- 
ommends an average duty of 
10 per cent on salmon 
imported from seven large 
companies to counter the 
effect of the dumping, and an 
additional 3.7 per cent far the 
subsidies. 

The Norwegian government 
is expected to resist the impo- 
sition of duties given the 
importance of the salmon 
industry to the economy. Nor- 
way has dominated the Euro- 
pean market for formed Atlan- 
tic salmon since it pioneered 
the industry in the 1980s, prod- 
ucing 295,000 tonnes last year. 


Clinton nominee questioned 


Continued from Page 1 

centra te on dealing with very 
real foreign challenges rather 
than with the domestic 
wounds that Washington is 
inflicting on itself" 

Mr Lake's criticisms of the 


Republican-controlled Senate 
were echoed by Mr Clinton, 
whose spokesman said the 
president felt the process was 
"inexcusably flawed". 

Possible replacement nomi- 
nations Include Mr George 
Tenet, the career officer who is 


the agency's acting director. 
Mr John Sweeney, president of 
the AFL-CIO, the United 
States’ most powerful union 
federation, yesterday lantbls 
unconditional backing to Ms 
Herman and urged theSenate 
"swiftly" to confirmher. 


first report 
from new 
bureau 
in Havana 

By Pascal Retdhwr in Havana 

“Hello from CNN’s new 
Havana bureau, at long last.” 
With these words Cable News 
Network became the first US 
news organisation in nearly 
30 years to open offices on the 
communist-ruled island. 

After years of blasting the 
US media as UKKrfhp&eces of 
the “imperialist” US govern- 
ment, the Cuban g overnm ent 
announced last November it 
would allow CNN to set up a 
bureau in Havana. 

But CNN had to wait three 
more months before the US 
administration gave permis- 
sion. Nine other US news 
organisations were also given 
licences to open offices in 
Cuba, but Havana said only 
CNN would be allowed in for 
the time being. 

US officials say the presence 
of US news organisations will 
increase pressure for demo- 
cratic change in Cuba. The 
Cuban government hopes reg- 
ular reporting from the island 
will help convince US public 
opinion of the futility of the 
US embargo policy . 

Anti-Castro Cuban exiles 
have accused CNN of being 
“soft” on the Cuban govern- 
ment in its reporti ng . 

CNN and other US agencies 
have a special dispensation 
from the US trade embargo 
and the Helms-Borton law, 
which seeks to curb foreign 
investm ent in Cuba and has 
sparked an international trade 
row between the US and its 
allies. 

The last permanent US news 
bureau in Cuba closed in 1969 
- Washington broke off diplo- 
matic relations with Havana 
in 1961 and imposed an eco- 
nomic embargo the following 
year. Since then, US journal- 
ists have been limited to tem- 
porary visas. 

CNN’s Ms Lucia Newman 
has been transformed into 
something of a celebrity since 
becoming the network’s 
Havana correspondent. In her 
first broadcast - from the 
offices in the Habana Libre 
hotel, formerly the Havana 
Hilton, against the exotic 
backdrop of the Havana coast- 
line at sunset - Ms Newman 
reported on tension between 
Washington and Havana over 
Hehns-Bnrton. 

Fur her second news item, to 
be aired on Tuesday, she chose 
the prickly theme of press 
freedom in Cuba. "Unobjec- 
tive" or “disrespectful” report- 
ing can earn a formal rebuke 
or, in extreme cases, expul- 
sion. 

However, apart from gov- 
ernment officials, few Cubans 
will see Ms Newman’s broad- 
casts. CNN is generally only 
available in Cuba in tourist 
hotels or to those diplomats 
and foreigners who pay hard 
currency to receive it 


FT WEATHER GUIDE 


Europe today 

A depression extending from 
Holland and Germany towards the 
Alps will bring cloud to most of 
western Europe. There win be 
areas of rein, sleet and snow. 

Low pressure over the Battle 
states win cause Finland and 
eastern Sweden to be cloudy with 
light snow. 

A high pressure area to the west 
of Ireland wfll bring sunny 
conditions to the southern half of 
Spain. 

Eastern Europe wifi be cloudy with 
some light snow. 

Flve^foqr 

forec as t 

High pressure west of Ireland will 
move towards the continent This 
wfll cause cold air to flow from 
Scandinavia towards western 
Europe. The colder air wHJ bring 
sleet showers and lower 
temperatures. 

Low pressure over western 
Europe wfll move towards the 
Me dite rr anean ! bringing rain to 
eastern areas. 
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Tussling for 



The logic behind combining 
Thyssen and Krupp Hoesch, Ger- 
many’s two big steel groups, was 
never in doubt Only the will has 
been lacking - following foiled 
merger Krupp has had to 
resort to a hostile DMUL6tm ($8bn) 
bid for its larger rival 

The key lies in commodity carbon 
steel, where Europe - with 19 pro- 
ducers against Japan’s six - is 
hugely o v ers up plied. If it wins, the 
enlarged Krupp would rival British 
Steel and Ustnor SacfLar far size. 
And It would be able to shut its 
loy^rnairing Dortmund plant, while 
contributing modem coking facili- 
ties to Tbyssen’s efficient steel 
plant 20 kilometres away. That 
would save the two aver DMlbn 
each in capital spending; while cost 
savings from Job cuts could amount 
to more than tJMSOQm a year. Mean- 
while, the removal of Dortmund’s 
capacity should benefit prices and 
Europe’s steel industry generally. 

In view of that, the offer price at 
five fftrias Thyssen’s operating cash 
flow does not look expensive. A 
wholly debt-financed purchase 
would, however, put Krupp’s bal- 
ance sheet under absurd pressure. 
A disposal of non-core businesses, 
such as Thyssen’s telecoms and 
trading activities, could raise 
around DMGbn. Even so, a sizeable 
equity issue would be likely. And 
the performance of the underlying 
businesses also badly needs sharp- 
ening - both Thyssen and Krupp 
had returns on capital of just 3 per 
cent last year. 

German takeovers 

Krupp’s attack on Thyssen breaks 
Germany's cosy corporate culture 
wide open. Hostile bids in Germany 
are rarer than four-leaf clovers and 
one this large, for a company as 
laden with tradition as Thyssen, is 
unprecedented. 

For investors, this is good news. 
It suggests that industrial logic is 
starting to prevail over vested inter- 
ests, as companies wrestle to 
improve competitiveness. It moves 
the theme of wherehnlder value Cre- 
ation, which has been driving Ger- 
man equities forward, into a new 
phasa- from internal restructuring 
to rationalisation across Industries. 

Admittedly, Krupp has three 
things In its favour one of Ger- 
many’s most dynamic chief execu- 
tives, Mr Gerhard Gramme, who is 
not afraid erf controversy; the back- 
ing of Germany's two most power- 
ful banks, Deutsche and Dresdner, 
usually defenders of the status quo; 
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and the fact that Thyssen’s share 
register is largely unencumbered by 
the friendly craesrholdfogs so com- 
mon in Germany. 

Even without those advantages, 
however, German managements 
must not shy away from consolida- 
tion. Big strides have been made In 
t-Vigmifmia through joint ventures 
and asset swaps. But overcapacity 
remains in fiTmnmal services, con- 
struction - where Hochtief has long 
been stalking Philip Holzmann — 
and retailing. Given record unem- 
ployment and political sensitivities, 
com panies will have to take care 
not to provoke a popular backlash. 
But in the long term, more restruct- 
uring will be needed to preserve the 
"made in Germany" label 

Japanese shares 

Japan's "nifty” stocks, a group of 
international blue chips including 
Sony, Toyota, Honda, Canon and 
Yamaha, have been the toast of 
equity investors over the past two 
years. Since June 1995, a group of 15 
of the nimblest nifty companies has 
jumped by nearly 90 per cent Sony 
and Yamaha have doubled in value 
and Honda has nearly tripled. By 
contrast, the stock market has risen 
by lees than a quarter. 

Much erf that o u lperf o rmance has 
resulted from the positive impact of 
a weaker yen on their in tern a tional 
competitiveness and profits. In 
addition, the limited restructuring 
carried out by Japanese corporates 
has been concentrated among the 
very same nifty stocks. Between 
1995 and 1996, for instance, car- 
makers reduced their break-even 
points by nearly S pear cent, while 
costs at property companies and 
retailers increased 4-5 per cent. And 


in a painftdly - ifflqutiT eqidty mar- 
ket investors have concentrated on 
big, international names. 

Where next for the nifty phenom- 
enon? Concern that tbe.yen is stabfc 
Using has triggered profit taking 
recently. But ea r ni n gs growth has 
more than kept ■■pace with share - 
price increases, so valuations have 
not actuary expanded. The average 
price/eamtugs multiple for the nifty 
as on 1997 forecasts is 29, against 45 
times for the market average. As. 
Japan’s economy recovers, those 
with mare domestic exposure, Hire 
Sony and Matsushita,, look' bast 
placed. But the entire portfolio 
should remain nifty for the foretoe- 
able future. 

UK. power . 

Try as Britain's generators might, 
regulatory worries have a nasty: 
habit of clinging to them. It was 
only a ^natter of tinw before some- 
one suggested, as yesterday’s other- 
wise bland Commons trade and 
industry committee report does, 
that the generators might need to 
shed yet more power stations to get 
real competition going.. To battered 
investors that probably sounds 
ridiculous. Only a year ago. after 
an, both generators bad to hand 
large chunks of plant to Eastern 
Group. And since then, power 
prices at the times that matter - 
when demand is high - have unam- 
biguously fallen. Tbe snag a that 
this may not mean much: healthy 
plant availability and a mild w i nt e r 
would probably have brought price 
falls anyway. It may not seem fair, 
but in reality few will be convinced 
that wholehearted oompetitionhas 
set in until a really gruesome price 
war breaks out. 

part of the blame lies with the 
generators themselves, far leasing 
the plant to Eastern under con- 
tracts which rather obviously 
reduce the new owner's mcentive to 
let rip.. But, they must be tempted 
to wonder, who cares? After all. the 
Monopolies and Mergers Commis- 
sion appeared relaxed about the 
generation market in its related 
reports last year. Still. ' investors 
should not be seduced. For one 
tiling, the MMC reports were con- 
spicuously shoddy bits of work. For 
another, one awkward, by-product of 
domestic competition next year is 
likely to be for closer scrutiny of 
who pays what fix’ electricity and 
why. The debate is bound to return. 
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US’s China 
connection 


The allegations of impropriety 
which have dogged President 
Bill Clinton since his first term 
have created few ripples outside 
Washington until now. How- 
ever. recent suggestions that 
nhina may have been involved 
in covert US election campaign 
contributions raise wider con- 
cerns. There is a growing risk 
that the controversy will 
directly affect government pol- 
icy, jeopardising the future of 
an international relationship of 
vital importance to the US and 
to much of the rest of the world. 

Much about the affair is still 
murky. It turns on reports that 
the Federal Bureau of Investiga- 
tion warned the White House 
and several members of Con- 
gress last year that China might 
be planning to channel money 
into US politics. But there is no 
evidence as yet that any such 
funding took place, nor any 
coherent explanation of what 
China might have had in mind. 

In these circumstances, judg- 
ment should properly await the 
outcome of a thorough FBI 
investigation. If this found mis- 
deeds. they should be prose- 
cuted and US political funding 
rules tightened. Instead. Mr 
Clinton’s Republican opponents 
have seized on the affair to chal- 
lenge his political authority. 

The incident has also played 
into the hands of hard-line US 
critics of China. It has given 
new life to “yellow peril" scare- 
mongering and emboldened 
those urging a confrontational 
stance against China over 
human rights and trade - par- 
ticularly in respect of the Hong 
Kong handover. 

The danger is that these pres- 
sures will cause a promising 
opportunity to Improve rela- 
tions with China to be squan- 
dered. After years of vacillation. 


Mr Clinton is now seeking a 
sustained and constructive dia- 
logue with Beijing. His change 
of tack rightly recognises that 
the US holds the key to China's 
integration into the global econ- 
omy and its development of 
more stable international rela- 
tionships. That task will be long 
and hard. But the deeper Chi- 
na's international engagement, 
the greater its incentive to 
behave responsibfr and heed 
world opinion. Crude efforts to 
contain or isolate China, by con- 
trast. risk encouraging it to 
turn inward and undermining 
the reformers in its leadership. 

However, Mr Clinton's 
approach is flawed by his fail- 
ure to spell out strategic priori- 
ties or a vision of how he wants 
US-China relations to evolve. 
This not only risks misunder- 
standings with Beijing. It 
enables US critics to portray his 
quest for improved ties with 
China as evidence of weakness. 

Mr Clinton needs to distin- 
guish the US approach on secu- 
rity issues clearly from that on 
economic and trade questions. 
On the former, he should set 
out firm principles. On the lat- 
ter, he should be more prag- 
matic. He also needs to impress 
on US human rights activists 
that progress on this front is 
possible only in the context of a 
broader relationship with 
China. 

His domestic opponents also 
need to think carefully about 
their aims and tactics. What- 
ever the truth of the China 
funding allegations, reducing 
policy towards China to mere 
partisan point-scoring would be 
a highly irresponsible course, 
which could only damage the 
longer-run interests of the US 
and weaken its capacity for 
international leadership. 


German steel 


Hostility is a way of life for Mr 
Gerhard Cromme, boss of Krupp 
Hoesch. the German steelmaker. 
Five years ago. as head of 
Krupp, he forced Hoesch into a 
nominally friendly hut 
unwanted merger. Now he has 
launched an overtly hostile bid 
for Tbyssen, with tactics - and 
advisers - straight from the 
Anglo-Saxon textbooks. 

Thyssen is outraged: steel 
workers are on the streets. The 
Krupp Hoesch merger was fol- 
lowed by the loss of 25,000 jobs 
and the closure of an integrated 
steelworks at Rheinbausen. 
This time, Hoesch 's plant in 
Dortmund is at risk. 

The prospect of more job 
lasses at a time of record unem- 
ployment will test the tolerance 
of German public opinion for 
continued restructuring. With a 
weaker D-Mark and a recover- 
ing economy, many people 
believe the need for cuts should 
now be coming to an end. Other 
observers believe that big Ger- 
man companies have only 
begun the task of restoring com- 
petitiveness. The Krupp Hoesch 
bid lends support to this view, 
but it will not be popular. 

A second issue is competition. 
The merged company would 
account for the bulk of Ger- 
many’s steel output mirroring 
France and Britain, which both 


have dominant national steel 
producers. Mergers across 
Europe's borders are in princi- 
ple preferable to national con- 
solidation, but steel is following 
the pattern of defence, another 
traditional “strategic'* industry, 
and rationalising first on 
national lines. That is less than 
ideal, but it may be inevitable. 
The European Commission - 
likely to have the last say - 
should judge the merger not on 
market share in Germany, but 
on share in Europe. 

The third issue is that of the 
rights of smaller shareholders. 
In the Hoesch bid. Mr Cromme 
left them out in the cold, stri- 
king cosy deals with large 
shareholders first. This time, 
with shares much more widely 
held, he is promising to do bet- 
ter. Though Germany's volun- 
tary takeover code offers only 
limited protection for minority 
shareholders, Krupp’s biggest 
adviser, Deutsche Bank, says 
the company intends fair treat- 
ment for all. The structure of 
the bid - in which Krupp is 
bidding initially only for major- 
ity control - will put that 
pledge to the test. 

Mr Cromme has helped create 
a German market for corporate 
control. He should now deliver 
on the promise to treat all 
shareholders equally. 


BBC’s challenge 


Lard Keith would not, perhaps, 
turn in his grave, but the com- 
mercial scope of the deal 
announced on Monday between 
the BBC and FI extech would 
have astonished the corpora- 
tion's austere founder. The 
agreement with the US cable 
and satellite channel provider, 
is part of an arrangement which 
could net the BBC some $lbn in 
revenues Cram the reshowing of 
its library of old programmes 

Although deals on this scale 
seem far from the public service 
culture of the 1920s, they are. as 
a report from the National Heri- 
tage parliamentary select com- 
mittee pointed out yesterday, 
the way things are going. And 
the change is happening much 
taster than most people imag- 
ined only a Tew years ago. 

The development of digital 
television with hundreds of 
channels, the construction of 
cable networks and the coming 
together or broadcasting, tele- 
communications and home com- 
puting will soon transform the 
choices available to consumers. 

Two implications for the BBC 
stand out starkly: it will 
steadily lose market share and 
it will consequently find the 
licence fee hiuder to justify, 
even at the present level, let 
alone at the increased rates 
which it might like to fund new 


services. The corporation has 
rightly seen that as a result it 
must cut costs and look aggres- 
sively for new sources of reve- 
nue.' The committee believes 
that to be successful, it will 
need a more professional board 
of managers to replace the 
part-time governors set up in a 
different era. 

As the BBC is forced to com- 
pete in an increasingly complex 
commercial market, a change to 
a stronger board might indeed 
be helpfhL But this would raise 
profound questions about how 
and to what extent the corpora- 
tion's public service values 
should be preserved in the new 
world. 

A more aggressively commer- 
cial management might, for 
example, need to be curbed by 
an external regulator guarding 
the public Interest - perhaps a 
revamped form of the Indepen- 
dent Television Commission. 
But to transfer the responsibil- 
ity Tor complying with the 
BBC’s charter outside the 
organisation could fundamen- 
tally change the corporation's 
mission. 

These issues proved too com- 
plex to be resolved in the dying 
embers of this parliament But 
whether or not they form part 
of the election debate, they can- 
not be put off beyond the next 


Return of the reformer 


Progress with Russia’s economic and political transformation 
still hangs on Yeltsin, say Chrystia Freeland and Martin Wolf 



W ith his presiden- 
tial address of 
March 6, Boris 
Yeltsin the re- 
former announ- 
ced that he was back. Not since 
1992, when the president first lost 
his reformist nerve, has there 
been as good a chance of coher- 
ent change in Russia as now. 

Not only has Mr Yeltsin appar- 
ently returned to health but he 
has appointed as first deputy 
prime ministers two leading 
reformers. Mr Anatoly Chubais 
and. this week. Mr Boris Nem- 
tsov. governor of Nizhny Nov- 
gorod. 

“This government will be the 
most pro-reform since 1993.” 
argues Mr Yegor Gaidar, archi- 
tect of the first reforms of the 
Yeltsin era. “My feeling is that 
there is a substantial chance that 
the government will be success- 
ful.” he adds. One reason for 
such optimism is that, in the 
words of Mr Boris Fyodorov, a 
former finance minister, experi- 
ence in government has given Mr 
Chubais “iron rods in his back”. 

The last-minute addition of Mr 
Nemtsov to the government team 
is a clever move by Mr Yeltsin to 
strengthen the reformers. As a 
popular regional governor. Mr 
Nemtsov has been forced to 
develop the common touch, a tal- 
ent that has eluded remote 
Moscow bureaucrats, such as Mr 
Chubais. As an outsider, Mr 
Nemtsov is free of the taint of 
corruption that has attached 
itself to much of the Yeltsin 
administration. 

The economic legacy to the 
new team is mixed. But prices 
have at least been liberalised, 
three-quarters of the economy 
has been privatised, inflation 
brought under control and out- 
put stabilised - if after a decline 
of nearly 50 per cent. Investor 
confidence has strengthened: the 
stock market has risen 60 per 
cent since the beginning of this 
year, to 300 per cent above its 
level in early 1996: and the ann- 
ualised yield on six-month nan- 
taxable government securities 
fell from a peak of 200 per cent 
last May to 30 per cent in Janu- 
ary 1997. 

In his speech of March 6, the 
president stated his desire to 
bequeath to his successor, due to 
take over in 2000, “a country with 
a dynamically growing economy 
[and] an effective and just system 
of social protection”. To achieve 
this, his government will focus 
on the budgetary crisis and tax 
reform, regulation of natural 
monopolies, pensions and hous- 
ing. the military and the govern- 
ment administration. 

The most pressing concern is 
the fiscal position- The budget is 
unrealistic, tax arrears are perva- 
sive and the tax system irrational 
and arbitrarily administered. 
Failure to pay the government's 
spending obligations has become 
habitual, while the misappropria- 
tion of hinds is commonplace. 

If these ills are not remedied, it 
will be impossible to maintain 
low inflation in the long run, 
given the limits on the govern- 
ment's ability to borrow, or sat- 
isfy the expectations of the citi- 
zenry. The new team will have to 
push a realistic budget through 
parliament for next year, create a 
less corrupt and more effective 
fiscal administration and under- 
take fundamental tax reform. 

Because privatisation preceded 
structural reform, it is now nec- 
essary either to break up monop- 


olies or impose more effective 
regulation. The electricity indus- 
try must be restructured, not 
least by creating a wholesale 
market that would permit compe- 
tition among generators. Unfortu- 
nately. the power of some enter- 
prises, above all Gazprom, tbe 
world's biggest producer of gas, 
is so great that it will be next to 
impossible to create effective 
competition everywhere. 

Tbe new team will also have to 
turn its attention to social issues. 
Pensioners have been among the 
most vulnerable victims of the 
government's failure to pay its 
obligations. This can only be rec- 
tified if the fiscal house Is put in 
order. In the longer term, how- 
ever, the government needs to 
promote private provision. 

Housing subsidies account for 4 
per cent of GDP, but dispropor- 
tionately benefit occupants of rel- 
atively large urban flats. Rents 
must at least cover operating 
costs, with subsidies targeted on 
the poor. Administrative effi- 
ciency should also be improved 
by dividing the organisations pro* 
viding maintenance from those 
responsible for administration. 

Tbe war in Chechnya, which 
revealed an ill-led, ill -disciplined 
and poorly equipped armed force, 
demonstrated tbe urgency of mil- 
itary reform. It will be important 
to introduce competitive procure- 
ment and cut the 270,000 “dead 
souls”, or non-existent personnel, 
from the list of servicemen. Pro- 
fessional! sat ion of the armed 
forces is a longer-term aim, one 
that requires a stronger budget- 
ary position than exists today. 

Essential for everything is a 
well paid, honest and effective 
public administration. This will 
take a generation. But. as the 
president noted in his speech, 
improvements must start now. 

Two questions arise. The first 
is whether such a programme 
would secure the president's 


aims. The answer is that, with 
tbe economy now on the verge of 
recovery, it should at least secure 
a period of economic growth, par- 
ticularly if the public finances 
are improved. But if growth is to 
be sustained and rapid, Russia 
must go further. Deregulation 
and strengthening of private 
property rights are the chief 
tasks for the longer term. 

The second question is whether 
the agenda can be implemented. 
The most immediate threat is 
popular protest. Some observers 
fear that the Russian people, who 
have been extraordinarily toler- 
ant of hyper inflation and wildly 
unjust privatisation, may draw 
the line at reforms that wfil slash 
their social welfare entitlements 
and raise their rents. 

"People don’t really care if 
someone steals Norilsk Nikel or 
Gazprom, but they do care if they 
must pay 60 per cent of their 
salaries for rent,” Mr Fyodorov 
says. “It is a very dangerous 
thing: There will be a protest." 

The first big test of the coun- 
try's mood will come on March 
27. which trade unions and com- 
munists have designated as a day 
of national strikes and demon- 
strations in protest at unpaid sal- 
aries and benefits. Mr Alexander 
Lebed, the former general who 
openly covets the presidential 
throne, has warned that these 
protests could ignite an Alba- 
nian-style popular revolt 

His is a minority opinion. Most 
officials expect the prosperity of 
Moscow and the lack of effective 
civic organisations to insulate 
the new cabinet against the 
wrath of the provincial hoi polloi. 

The opposition of Russia’s pow- 
erful regional leaders could prove 
more difficult to ignore. A mara- 
thon of regional elections last 
autumn has made most provin- 
cial chiefs independent of 
Moscow. In the long run. the pro- 
posed package of reforms is 


likely to benefit the regional gov- 
ernments. but it will alienate 
their citizenry in the short term. 
If the provincial leaders deride 
that is too high a price to pay. 
there may be little the Kremlin 
can do to coerce them. 

According to Mr Valery Shan- 
tsev, deputy mayor of Moscow, 
the powerful administration of 
the Russian capital has already 
decided that housing reform is a 
bad idea because the population 
is too poor to pay higher prices. 

T he city therefore 
intends to boycott the 
federal programme 
and appears quite 
fearless about the con- 
sequences of this mutiny. “No 
matter what they [the federal 
authorities] do to us. we will not 
implement it [the housing 
reforms],” says Mr Shantsev. 

And as for pressure from Mr 
Chubais, the federal govern- 
ment’s new enforcer, Mr Shan- 
tsev is dismissive: “Chubais 
could be sacked tomorrow, but 
Yuri Mikbailovych [the mayor of 
Moscow] will be here until the 
year 2000 — So they have very 
different positions and 1 think 
that In any battle, in any fight, it 
is Yuri Mikhailovycb’s position 
which will prove to be superior.” 

Other institutional sticking 
points could emerge in tbe Com- 
munist-dominated parliament, 
which has an interest in the 
reformers' failure: in tbe mili- 
tary. which is certain to oppose 
tighter spending controls and 
budget cuts; and in the natural 
monopolies, which are unlikely 
to welcome a diminution of their 
control or their revenues. 

Some of these vested interests 
could find a covert ally in the 
man nominally beading the 
reform drive. Mr Victor Cherno- 
myrdin. the prime minister. Mr 
Chemomrydin has been humbled 
and weakened by Mr Chubais's 


elevation to a job one economist 
described as “a second prime 
minister”. He also retains close 
links to Russia’s most powerful 
monopolist, Gazprom, the natural 
gas titan the premier once ran. 

Western observers often dis- 
miss the gray, stolid prime minis- 
ter as a Soviet-era weakling. But 
one reformist former cabinet 
mini ster warns: “Mr Chernomyr- 
din is so clever at these palace 
tricks that he will find a way to 
neutralise Mr Chubais.” 

In the end, It will come back to 
Mr Yeltsin. Only he has the cha- 
risma and moral authority to per- 
suade the Russian people to suf- 
fer just a bit more. The Kremlin 
leader is the only federal politi- 
cian with the force of will to 
make the regional governors, the 
army and tbe monopoly bosses 
back down. And only Mr Yeltsin 
can determine the winner in the 
byzantine cabinet struggles he 
has himself ensured. 

Optimists are hopeful that Mr 
Yeltsin will throw his weight 
behind the reformers. "His ambi- 
tions are now historical In this 
situation I think there is a 
chance that he will grant the gov- 
ernment long-term support," 
argues Mr Gaidar. 

Others warn that it has been 
the president's style to support 
reform for half a year and then 
be distracted by adventures. The 
war in Chechnya was one such 
detour. A full political and eco- 
nomic union with authoritarian 
Belarus - a cause Mr Yeltsin has 
forcefully advocated this month 
- could be this year's diversion. 

Since bringing the Communist 
regime crashing down in 1991. Mr 
Yeltsin has led his country a part 
of the way to the promised land 
of a prosperous market economy 
and a liberal democracy. It is a 
measure of Mr Yeltsin's political 
achievements and his failures 
that completing this journey still 
depends on one man. 


•OBSERVER- 


Lessons in 
hard labour 

■ Johan Stekelenburg's nine 
years as general secretary of the 
FNV, the main Dutch labour 
union, has been a period of 
unprecedented wage restraint 
But the departure of one of 
Europe’s longest serving union 
leaders is no admission of 
failure. 

Workers vote with then* feet 
and Stekelenburg leaves the 
FNV with its membership at a - 
record 1.2m, up by a third since 
he took over. The secret lay in. 
promoting individual benefits - 
such as access to free financial 
advice - and recruit in g part- 
time workers and contract staff, 
primarily women. These are 
lessons now being learned by the 
AFL-QO in the US and the TOC 
in Britain. 

Aged 55, Stekelenburg aspires 
to be mayor of Tilburg; but if 
that doesn't happen another 
public sector slot is likely to be 
found for him by Wim Kok. 
prime minister and. his 
predecessor but one as FNV 
union chief. 

Tipped to succeed him is 
Lodewijk de Waal, currently 
co-ordinator of collective 
bargaining and responsible for 
environmental and international 
policy. UK union leaders last 
year had the benefit of his views 
- along with those of 


Stekelenburg - on how the one 
of the BIT'S best economic 
growth rates could be combined 
with a strictly enforced 
minimum wage. 

John Monks. TUC general 
secretary, is repaying the visit 
by making the keynote speech at 
the FNV annual congress at the 
end of May; by that time 
election-bound Britain may be 
learning to live with a minim um 
wage of Its own. 


Cromme cropper 

■ With his wavy hair and 
infectious smile, Krupp Hoesch 
boss Gerhard Cromme has some 
of the most boyish looks in 
German industry. But there was 
nothing playful about the way 
he engineered Rrupp’s takeover 
of rival steel group Hoesch in 
1®2; he probahly has what it • 


Life got so hairy at one stage 
that Mrs Cromme 'and his four 
daughters had to be spirited, 
away over the garden wall at the 
back of the housa Yesterday, 
with bullet-proof shields 


internationally minded lawyer - 
who likes to describe himself as 
* “an industrialist, not a 
visionary” - has already shown 
that he's not easily blown off 
course. 


Spanish steps 

■ There's nothing like a big 
international meeting for a bit of 
corporate glad-handing; the 
InterAmerican Development 
Bank's Barcelona bean-feast this 
week has been no exception. But 
Spanish banks' attempts to 
outdo one another in the 
lavishness of their cocktail 
parties have left even 
battle-hardened freeloaders 
gobsmacked. 

The culmination was Monday 
night's bash hosted by Banco 
Central Hispano at the vast and 
elegant Estaddn de Francia, one 
of two big mainline railway 
stations in the city. The party 


dancers performing in the 
tradition, of Latin American 
countries in which It has 
affiliates. 

Close to half of the 5,600 
people who have registered at 


tradition - was estimated by 
catering experts at upwards of 
half a' million dollars. 

But if you’ve spent billions of 
dollars buying Latin American 
banks - as the Spanish have 
over the last year or so - what's 
a few hundred thousand among 
friends? 


Rambling Russian 

■ In the wild garden that is 
Russian politics, Boris Nemtsov 
seems a delicate flower. With his 
somewhat foppish charm, the 
Kremlin's new wonder-boy 
might appear to be HI -suited to 
slugging it out with his rivals to 
assert himself as a first deputy 
prime minister. By contrast 
Boris Yeltsin prepared for the 
Kremlin in his youth by 
becoming a fearsome volleyball 
player while the president's 
chief opponents, Alexander 
Lebed and Grigory Yavlinsky, 
were once successful boxers. 

But one should not discount 
Nemtsov too soon. Few other 
Russian politicians can claim tbe 
honour of having squared up to 
Vla dimir Zhirinovsky, the leader 
of the country's ultra-nationalist 
right Nemtsov so incensed 
Zhirinovsky in a televirion 
debate last year that be threw a 
. glass of orange juice over the 
youthful governor from Nizhny 
Novgorod. Nemtsov's response? 
He threw his glass right back at 
“Mad Vlad”. 


protecting Cromme as he tried to 

explain his strategy to more the meeting were said to have 
angry steelworkers, it seemed as attended. The cost of the whole 
if things were going to pick up event - which went on Into the 
where they left off. But the small hours, in the best Spanish 


takes to repeat the trick on a 
larger scale with Thyssen. 

Last time around Cromme and covered two-thirds of the station 
his family had to put up with and the hank hired a full 

angry steelworkers who camped orchestra and two trains; one of 
on their lawn for several weeks, these constantly steamed in and 

out of the station carrying 


100 years ago 

Insurance In Germany 
Few people really understand 
the German compulsory 
accident insurance system, 
and they cannot be blamed 
for the failure. Complication 
is piled upon complication 
until the subject seems to tbe 
superficial student a hopeless 
tangie. For every accident 
connected with his occupation 
- this being read in a very 
wide sense - the workman or 
his dependents have to be 
compensated. His employer 
has to do it apart from all 
question of fault or 
carelessness, and the 
Government sees that it is 
properly done. At the end of 
1896 about 18,000,000 workmen 
were insured. 

50 years ago 

0.S. Price Policy 
Hopes that the general price 
decline which started in the 
United States in December 
would continue have been 
disappointed. There had been 
grounds for expecting that 
falling prices would so 
increase the real earnings of 
workers that further wage 
advances would not need to 
be granted. Recent rises in 
the cost of living, however, 
have occasioned misgivings. 





II 






FINANCIAL TIMES WEDNESDAY MARCH 19 1997 



1 Interview with gf WorfcfT^ * By Afen Cane 




Spreading the word 


WorldTeFs aim is 
to funnel private 
sector finance 
and expertise to 
telecoms 
development in 
the Third World 
on a commercial 
basis 


M r Satyen “Sam” 
Pitroda owns 
houses in Chicago 
in the US and New Dehli, 
India, but rarely sees either. 
Hotel rooms and airport 
lounges are more familiar 
surroundings for the Indian- 
bom entrepreneur chosen to 
lead the most iconoclastic 
venture so far devised to 
improve communications in 
developing countries. 

Mr Pitroda is chairman of 
WorldTel, a new kind of 
organisation established by 
the international Telecom- 
munications Union (ITU) In 
1995. 

NatWest Markets, the cor- 
porate and investment bank- 


ing arm of National West- 
minster Bank is its adviser 
and global fundraiser. 

WoridTel's aim is to fun- 
nel private sector finance 
and expertise to telecoms 
development in the Third 
World on a commercial 
basis. 

It is already in discussions 
with senior officials in some 
10 different countries -Ban- 
gladesh. Brazil. China, India, 
Kenya. Mexico. Pakistan, 
Tanzania, Uganda and Zim- 
babwe. 

The idea is to identify prof- 
itable projects costing any- 
thing from $lO0m to $lbn in 
each country before bringing 
together telecoms compa- 
nies, governments -and pri- 
vate Investors to carry them 
out. WorldTel’s Investors 
win provide the funds and 
the revenues will be shared 
betwesi the participants. 

Mr Pitroda says: “We are a 
special developmental com- 
pany mandated to work only 
in developing countries. I 
will bring in money; I will 
bring in technology; I will 
work with the ITU and oth- 
ers to bring in expertise. I 


am interested in improving 
access to telephones and 
telephone density in develop- 
ing countries but only on 
commercial terms.” 

WorldTel is the brainchild 
of Dr Pekfca Taijanne, ITU 
secretary -general, who had 
become increasingly con- 
cerned by the widening gap 
between telecoms capabili- 
ties in developed and devel- 
oping countries. An effective 
telecoms infrastructure is 
recognised as a prerequisite 
for economic development, 
yet the shortfall in funds 
needed to sustain telecoms 
in developing countries Is 
estimated at $30bn a year. 

Mr Pitroda is applying the 
same restless energy to the 
scheme that he has contrib- 
uted to most aspects of his 
extraordinary life. One of 
qjght children born to Gujer- 
ati parents in the Indian 
state of Orissa, he read phys- 
ics at the University of Bar- 
oda in western India before 
emi g rat in g to the US in 1964. 

He worked for the GTE 
corporation in Chicago 
where he developed and 
patented novel switching 


systems. A company formed 
with two colleagues, Wes- 
com Switching, was sold to 
Rockwell International in 
1980. securing Pitroda 's per- 
sonal fortune. 

At about this time be 
became concerned with the 
problems of telecoms in 
developing countries and 
became an adviser to the 
late Mr Rajiv Gandhi, the 
rndifl™ prime minister. Now 
he ban the broadest back- 
drop against which to test 
his ideas. 

What nairas WorldTel dif- 
ferent, he insists, is its insis- 
tence on commercial viabil- 
ity but freedom from 
sectoral interests: “We are 

not a manufacturer. We are 
not pushing particular prod- 
ucts. We are not an operator, 
so we are not primarily 
interested in expanding our 
number of subscriber lines. 

“This puts us in a very 
interesting position. If we 
can structure a project to 
give us the commercial 
returns our investors feel 
are comparable with the risk 
they are taking, then we do 
not need, for example, con- 





rural operations, we have to 
be careful and move very 
slowly. If we get this one 
ri ght however, the authori- 
ties may say we can- move 
Into four or five other prov- 
inces as wen. \ 

“We will.decide on the 
best technology jointly with 
the provincial telecoms com- . 
pahy; we mil fund the proj- 
ect jointly; and we will share 
the revenues and collection . 


Pftrodas ‘Wffltout telecoms there cannot be deyetopmenr 


trol of operations. We need 
control of business success." 

S eed capital of $lOm has 
already been agreed by the 

company’s backers including 

G. E. Capital, American 
International Group. Nat- 
West Markets and a number 
of Kuwaiti investment 
groups. There is a commit- 
ment, Mr Pitroda says, from 
the investors to put up a far- 
ther S40Om to SSOOzn, depend- 
ing on thp quality of the pro- 
jects. 

“The idea,” he says "is to 


Interview-with 


By Mark Asburst 


Cornerstone of development 


The part-privatisation of Telkom is 
the first significant seU-off since 
South Africa became a democracy 
almost three years ago. Its 
success is vital if the country 
is to achieve its aim - to be the 
global hub for telecoms in Africa 


M r Jay Naidoo bas 
an appetite for 
tasks that many 
politicians would regard as a 
certain route to failure. At 
the height of political repres- 
sion during the dying days 
of apartheid, he emerged as 
the founding secretary; 
general of the Congress of 
South African Trade Unions 
and during the bloody yean 
of emergency rule, he built 
Cosatu into the most power- 
ful element of the internal 
resistance to apartheid. 

In 1994. he was appointed 
minister without portfolio in 


the office of President Nel- 
son Mandela, with overall 
responsibility for the govern- 
ment’s ambitious reconstruc- 
tion and development pro- 
gramme (RDP). The bold 
plans of the RDP, which was 
designed as a panacea for 
post-apartheid South Africa, 
quickly made it a hostage to 
political fortune. In Febru- 
ary 1998, less than two years 
after its inception, Mr Nai- 
doo's ministry was dissolved 
and he took on a new portfo- 
lio of posts, telecommunica- 
tions and broadcasting. 

The reshuffle reflects a 


strategic shift in priorities 
within thp ruling African 
National Congress. It is no 
accident that the movement 
of a prominent trade union- 
ist away from a welfare role 
to thi« portfolio coincided 
with thp appointment of Mr 
Trevor Manuel as the first 
finance minister from the 
ranks of the ANC. 

Both are political heavy- 
weights tasked with the 
launch of South Africa's pri- 
vatisation programme, the 
most politically sensitive 
aspect of the government’s 
macroeconomic strategy. 

Mr Naidoo’ S chief mission 
is to sell a 30 per cent stake 
in Telkom, the state-owned 
utility which monopolises 
the public exchange tele- 
phony. to an international 
telecoms company. This pert 
privatisation, due to be com- 
pleted by April, is both the 
first significant privatisation 
since South Africa became a 


democracy almost three 
years ago, and a cornerstone 
of its future development. 
According to Mr Naidoo, 
“None of the government’s 
economic plans can come to 
fruition without an informa- 
tion backbone”. 

The structure of the sale 
will provide a mechanism to 
accelerate the roll-out of new 
telecoms infrastructure, 
which he hopes will make 
South Africa the global hub 
for co mmuni cations in 
Africa. But deciding the 
terms of the privatisation 
entails “a difficult philosoph- 
ical choice,” he says. 

“We are agreed that we 
must get away from a 
monopoly [in public 
exchange telephony! but 
how you move to competi- 
tion ia a very strategic issue. 
We are committed to a liber- 
alisation timetable, but we 
have to make the deal as 
attractive as possible 
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define the projects and then 
fund tfmrn, as opposed to set- 
ting op a fond first.” 

There are large differences 
between the projects now 
being mooted. In China, for 
example, the group is in the 
early stages of planning a 
telecoms system based on 
wireless local loop (a radio 
connection between the 
home or office and the local 
exchange). 

"The project is to a small 
province in a rural ares and 
as we are the first to tackle 


Mr Pitroda behaves that 
the modernisation of the hill- , 
ing and collection systems 
win be an important part oC 
the prqject real prob- 
lem in China is the amount- 
ing system. It is very differ- 
ent to those in die West It is 
complex and not at all trass- - 
parent.” 

WorldTel is looking at the 
four African countries as a 
bloc and is planning to 
install between 700,000 and 
800,000 lines. 

“Almost all of the new 
technology is going to be - 
wireless.” Mr Pitroda says. 

In India, it intends to put 
forward proposals for three 
large states - Kerala, West 
Bengal and east Uttar Prad- 
esh - where Western inves- 
tors have so far failed to 
show interest: 


“It Is wrong fo assume 
that it does not anka busi- 
ness sense todevefoptete- 
cams intbesesfates; 

. “Without ‘ telecoms there 
cannot be development. 
Waiting lists- are- very -long - 
We behave we can structure 
projects there which win 
suit their needs.”-. 

WoricFTel has fee ctwHhfl- 
ity of the. ITU behind, itj - 
which is ah important 
advantage in opening doors 
abroad, and access to its 200 
or so consultants. The senior 
management team is slowly 
being put in place. Mr Rob- 
ert Jenfcs has moved from 
GE Capital to become chief 

financial officer. Mr Terxefe 
Ras-Work has moved Item 
the ITU to work oh budneas 
development 

But for all its heady ambi- 
tions. it is still a very -small 
organisation - about - 15 
people in alt Mr Pitroda is 
used to having the. odds 
stacked against him: ../ 

“It is such a unique idea 
that many 'people do not 
appreci a te or. understand ft.. 
It is very easy to shoot down 
sametfamg like this. But that 
is the excitement - it is. so 
different'. I think, .we can 
make a. difference; but only 
time wfll telL” 






because of the economic 
impact of telecommunica- 
tions expansion.” 

His solution has been to 
structure the privatisation 
“in a phased way”, that will 
preserve Telkom’s monopoly 
for up to five years. He 
denies the policy demon- 
strates less commitment to 
liberalisation than the 
recent reforms in Chile, 
where competition was 
encouraged from the outset 

“Tor the multinationals, 
fThflp has be e" very diffiraTt 
because their profit margins 
have been squeezed so low 
that they’re not getting a 
return on investment,” he 
says. “What I’ve got to 
achieve is a balance between 
the development objectives 
we have as government and 
keeping the deal attractive 
We are entering into a part- 
nership to bring in world- 
class expertise, technology 
transfer, sMUr transfer and a 
culture of customer service, 
so it needs to be commercial- 
ly-driven.” 

The first hurdle has been 
to determine the size of the 
equity stake, which will be 
about 30 per cent Mr Naidoo 
says the tranche was “calcu- 
lated to bring in the commit- 
ment [of a foreign buyer] to 
become an active partner in 
the medium to Jang term”. 

The mechanism of a pri- 
vate trade sale, rather than a 
flotation, reflects the fact 
that Telkom needs more 
than capital. “The success of 
the deal can not be judged 
by the cash price alone. The 
most important criteria in 
deciding who wins the final 
bid will be the roll-out tar- 
gets, and the ability of the 
company we bring in to 
improve productivity and 
take us to world class stan- 
dards. The rest of the issues 
are negotiable.” 

The price tag will be calcu- 
lated on the basis of Tel- 
kom's potential value once it 
has reaped the benefits of an 
.international partner. “We 
are expecting these guys to 
pay a premium - not market 
value, but what we expect 
the price to be in five years’ 
time, post-exclusivity.” Once 
the period of exclusivity has 
expired, he expects a public 
offering to raise “modi big- 
ger r etu r n s". Whether this is 
achieved win depend largely 
on the contribution made by 
a foreign buyer. A first step 
in that direction has been 
the creation of a new regula- 
tory regime which Mr Nai- 
doo describes as “one of the 
toughest in the world”. 

The new South African 
Telecommunications Regula- 
tory Authority (Satra) is 
intended “to provide the cer- 
tainty feat investors will 
want when tnaking mega-in- 
vestments. There has to he a 
separation of roles, between 
our responsibility for policy 
and our responsibility as a 
shareholder, and that of fee 
regulatory institutions and 
finally of the operational 
implementation.” says Mr 
Naidoo. 

But the critical issue of 
fee licence conditions for 
Telkom, which will be bind- 
ing on the foreign partner, 
have been set by the minis - 
I try. These were gazetted by 
I the government last month 
I and are, he says, “much 
! tougher than they would 
I have been if Satra bad han- 
1 died it". 

j The regulator's immediate 
! task is monitoring Telkom’s 
! compliance wife its new 
1 licence conditions, which 
i specify targets for the roll- 
out of new infrastructure. 

' “These licences are not a 
blank cheque to Telkom, 
i They impose very tough con- 



Hadoo: he hopes South Africa wft become ttw global hob tor m mrmmfca ttoiB ta Afetea 


dittoes and Telkom has to 
comply with it on the basis 
that if they don’t comply 
they will face penalties.” 

Satra’s future responsibili- 
ties will extend to the issue 
of 250.000 licences covering 
all areas of telecoms, includ- 
ing maritime traffic, air traf- 
fic, walkie-talkies and cellu- 
lar licences. 

“Hie idea of a regulatory 
regime accountable to parlia- 
ment requires a distinction 
between the powers of Satra 
to issue licences - which is 
their independent right and 
there should be no interfer- 
ence by government - and 
the fact that there has to be 
a financial accountability for 
the efficient running of these 
institutions”. 

To that end, Mr Naidoo 
has stipulated a timetable 
for Telkom to rebalance its 
tariffs by ending its current 
practice of crosfrsubsidislng 
local calls using revenue 
from international services. 

“We’ve identified a period 
of three years over which we 
believe the core of the reba- 


lancing should take place,” 
he says. “Satra will consider 
the period of exclusivity dur- 
ing which they will rebal- 
ance frilly their tariffs, but I 
am now setting that tariff 
regime for the next three 
years." 

The terms of the privatisa- 
tion span 13 transaction doc- 
uments ranging from envi- 
ronmental compliance and 
international arbitration to 
the protection of minority 
rights. 

“The legal terms are criti- 
cal and hugely complex.” 
says Mr Naidoo, who struc- 
tured the deal with advice 
from SBC Warburg, the 
investment bankers. “We are 
dealing with companies from 
major western European and 
South American countries, 
used to very strong environ- 
mental legislation, but we 
are at a point where we are 
sm developing policy here." 

The current sale is 
restricted to a minority 
stake, but the terms of the 
deal must include the partic- 
ularly sensitive issue of 
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shareholder rights in future. 

“If we get to a point where 
they lift their equity, how 
will that effect their rights 
15 years down the line? How 
do you arbitrate disputes?” 

Mr Naidoo ’s next hurdle is 
to balance the rival claims of 
Telkom and the ministry of 
finance. Mr Manuel, the 
Hnanrff minis ter, is counting 
on revenue from privatisa- 
tion to help him bring down 
the government’s budget def- 
icit before borrowing. But 
Mr Naidoo insists that Tel- 
kom will require R5bn-R6bn 
of new capital from the sale, 
a prospect which has done 
much to placate trade 
unions which were initially 
hostile to the privatisation. 

The farmer Co6atu leader 
acknowledges the Irony of 
his role in the privatisation, 
but giainw **the labour move- 
ment understands perfectly” 
what he is trying to achieve. 
“My experience in the 
unions has been a big help 
in this job,” he says. “We 
have done an awful lot ot 
talking.” 
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FINANCIAL TIMES 
REVIEW OF THE 
TELECOMMUNICATIONS 
INDUSTRY 


March 1997 


The WTO deal offers a framework 
with clear, simple and stable rules. 
The prize could be a $l,000bn boost 
to the world economy over the next 
decade - but there will be teething 
troubles and the agreement could still 
turn sour. Alan Cane reports 

New pact 
must be 
protected 


I t has been hailed as a water- 
shed in world trade negotia- 
tions; a landmark accord in 
telecommunications which opens 
the door for equally ambitious 
future international agreements. 

But if last month's Geneva 
agreement on the liberalisation 
of basic telecoms is not followed 
by comprehensive measures to 
police and protect the newly 
established market freedoms, the 
full benefits may be slow in com- 
ing. 

This is particularly true for 
developing countries hoping for 
substantial foreign investment to 
modernise outdated networks. 

In Geneva, some 69 countries 
representing about 90 per cent of 
the world's $600bn telecoms ser- 
vices business agreed - with 
varying levels of commit- 
ment -to open their markets to 
competition, to allow foreigners 
to take stakes in domestic tele- 
coms companies and to put in 
Place fair trading legislation. 

The telecoms services covered 
by the agreement include voice 
telephony, data transmission, 
telex, telegraph, facsimile, pri- 
vate leased circuits, fixed and 
mobile satellite systems, cellular 
telephony, mobile data services 
and paging. 

The most important partici- 
pants - the US, the European 
Union, Canada and Japan - led 
the way. But the list of signato- 
ries also encompasses much of 
the developing world. 

Brazil, Colombia, the Philip- 
pines, India and Pakistan were 
among those making bigger com- 
mitments to liberalisation than 
ever before. 

Customers, the big operators, 
manufacturers and world trade 
are all expected to benefit from 
the pact, concluded under the 
Sponsorship of the World Trade 
Organisation. Ms Charlene Bar- 
shefeky, acting US trade repre- 
sentative, predicted the average 
Cost of international calls would 
tell by 80 per cent over the next 
few years. Mr Renato Ruggiero, 
WTO director-general, estimated 
there would be a Sl.OOObn boost 
to the world economy over the 
next decade as a consequence of 
the pact 

In the short term, there will 
inevitably be losers, too. State- 
owned operators currently enjoy- 
ing monopoly profits will suffer 
from the onset of competition 
and from declining prices. 
National economies, however. 


will benefit in the long run from 
the growth in trade that follows 
cheaper, better communications, 
even if foreign rivals play a large 
part in their provision. 

The benefits of competition in 
telecoms in developed markets 
are well established. But accord- 
ing to the International Telecom- 
munication Union, the global 
telecoms co-ordinaton The evi- 
dence for developing markets is 
more limited because the experi- 
ence of competition is more lim- 
ited. But the evidence which is 
available points to the fact that 
market liberalisation can be 
equally beneficial in developing 
countries, if not more so, than in 
industrialised nations." 

At least as important is the 
prospect of sustained foreign 
investment. Developing countries 
desperately need funds from 
abroad to modernise and develop 
their telecoms infrastructures. 
The World Bank estimates that 
Asia alone will have to spend 
$60bn in the next five years on 
telecoms infrastructure. Projects 
such as WorldTei have been 
launched to funnel funds from 
investors to the developing 
world. 

In 1996, according to estimates 
by the ITU. privatisations of pub- 
lic operators raised some $22bn, 
of which $9.4bn represented for- 
eign investment 

Mr Neil McMillan, the British 
chairman of the talks, says a crit- 
ical feature of the agreement is 
the commitment to a common set 
of regulatory principles and to an 
agreed disputes procedure. 

This provides the means for 
one WTO member to challenge 
another if it believes the terms of 
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the Geneva agreement are being 
flouted. 

Mr McMillan said it would 
afford investors an assurance 
that they would be treated fairly 
in countries where foreign invest- 
ment has traditionally not been 
common or welcome. 

The ITU concurs: "Some 
nations attempting reform have 
suffered from investors’ lack of 
confidence and, therefore, experi- 


enced a shortage of capital, tech- 
nology and expertise with a sub- 
sequent slower growth of their 
telecoms sector. What the WTO 
offers is a framework with clear, 
simple and stable rules of the 
game that will help overcome 
investor uncertainty.” 

Furthermore, the WTO 
arrangements ensure that all the 
signatories are bound by legally 
enforceable agreements and must 


compensate other members if 
they fail to live up to their com- 
mitments: "Hits should provide 
increased stability for the inter- 
national trade system as coun- 
tries will be less likely unilater- 
ally or arbitrarily to renege on 
commitments," says Ms Gillian 
Marcelle, a consultant with Ana- 
lysys, a consultancy based in 
Cambridge, England, which 
advises governments on telecoms 
issues. 

She points out, however, that 
regulation is an unfamiliar con- 
cept for many countries, both 
developed and developing, where 
state-owned operators have tradi- 
tionally held a monopoly. 

She Is concerned about the 
speed with which regulators in 
newly liberalised markets can 
come to terms with their respon- 
sibilities: "The assumption is 
that the regulators in developing 
countries will have the technical 
resources to make these new 
judgments.” 

Her point is well taken when it 
is considered that the US and the 
UK, the world's most open big 
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telecoms markets, have been 
working to develop effective reg- 
ulatory principles for more than 
a decade. 

She concludes that developing 
countries must have access to the 
resources folly to understand the 
implications of the level of liber- 
alisation to which they have com- 
mitted: “There is an urgent need 
for institutional development pro- 
grammes to fund and train regu- 
lators and promote partnerships 
among regulators and other regu- 
latory experts," she says. 

One trade negotiator said: 
"There will be teething troubles. 
Implementing the accord will not 
go smoothly." But the fact that 
an accord has been reached at all 
is a considerable feather in the 
cap of the WTO. 

With an overall aim of demol- 
ishing trading barriers as a cata- 
lyst for the expansion of world 
trade, it had placed particular 
emphasis on the telecoms sector 
for two reasons: 
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• First, because telecoms is a 
leading trade sector worth about 
SlOObn last year and ranking 
third behind health care and 
banking in terms or market capi 
talisation. Liberalisation will 
stimulate the modernisation of 
telephone switches and networks 
and encourage inward invest- 
ment 

• Second, because telecoms is a 
key facilitator of cross-border 
trade, providing the means or 
matching buyers and sellers on 
which all trade depends. 

The talks have a troubled his- 
tory, however. An attempt to 
secure an agreement in the early 
part of last year failed after US 
complaints that too few coun- 
tries, the Asian nations in partic- 
ular, had made acceptable 
"offers" - commitments to mar- 
ket op en i n g - for an accord. 

In the event, the outcome of 
the talks was not resolved until 
the last moment. And the agree- 
ment could still tium sour. The 70 
or so countries which signed up 
to the deal must now ratify the 
agreement - that is. go back to 
their own legislatures for formal 
approval. The deadline is the end 
of November this year. 

There is always the risk that 
one of the big participants could 
find cause for dissent, jeopardis- 
ing the whole delicate structure 
of mutual agreement on which 
the deal is built. 

Trade negotiators are optimis- 
tic, however. The agreement rub- 
ber stamps, rather than initiates, 
a number of key market trends; 
liberalisation of markets, privati- 
sation of operators and a reduc- 
tion in the cost of international 
calls are all in ex'! table. The WTO 
agreement, however, provides 
both a catalyst to accelerate the 
changes and a framework of reas- 
surance within which they can 
take place. 
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Overpopulated market 


The pressure to 
rationalise will be 
keenly felt if 
and when a tariff 
war breaks out 

B ack in 1993. PLDT. 
the former Philip- 
pines telecoms 
monopoly, did not have to 
worry too much about com- 
petition. Two years later, 
with the liberalisation of the 
sector finalised, new opera- 
tors flocked in and the mar- 
ket already looks overpopu- 
lated with five cellular 
groups and nine interna- 
tional gateway providers. 
PLDT has since seen its 
share shrink to 74 per cent. 

New operators make pre- 
dictable grumbles about the 
giant company’s aggressive 
tactics as it sees its share 
being progressively whittled 
away. 

■ "PLDT is behaving like a 
monopoly anywhere would.” 
says one foreign telecoms 
executive. “It’s being very 
obstructive and. our view is 
that the regulator should be 
more proactive In manag i ng 
competition and ensuring a 
level playing field. For exam- 
ple, interconnection costs, 
both local and international, 
are too high and should be 
brought down.” 

The number of fixed fines 
nationwide doubled in 1996 
but remains laggardly at an 
average 4.1 lines for every 
100 people. 

Under government regula- 
tions supervised by the 
National Telecommunica- 
tions Commission (NTC). 
companies offering an inter- 
national gateway facility are 
obliged to install 300.000 
fixed lines, cellular compa- 
nies 400,000 and those offer- 
ing both services at least 

700.000 by the first quarter of 
1998. Efforts to Increase the 



Only a minority of operators have futfOlad thea- obligations 


number of connections have 
been slowed, however, 
because only a minority of 
operators - including PLDT 
which installed 1.5m land 
lines last year - have ful- 
filled their obligations 
according to schedule. 

New connections should 
start to show more positive 
results later this year as 
rrwwpanips roll out land Tinas 


in time to honour these com- 
mitments. The target for 
nationwide "teledensity** is 
eight lines per 100 people by 
1998 and 10 per 100 by the 
year 2000. 

With the prospect of dra- 
matically reduced account- 
ing rates charged to US car- 
riers. which analysts expect 
to fell by 15-20 per cent in 
1997 and 20 per cent in 1998. 


PLDT has led the way in 
S’ proposing a rebalancing of 
tariffs to the NTC, calling for 
a 20 per cent rise in domestic 
long distance rates and an 
Increase in tbe basic 
monthly service fee of 
between 100 and 200 pesos. 

The introduction of local 
metering later this year or in 
1998 wC4 further increase 
domestic revenues and cush- 
ipft'fthe effect of declining 
aedaimtiBg rates. 

'The explosive growth in 
the local cellular phone mar- 
ket - which lasU year 
increased by 64 per '‘cent to 

796.000 subscribers - has 
meanwhile taken its toll on 
certain operators. 

Last year, those groups 
with an eye an aggressively 
increasing customer portfo- 
lios suffered from a deterio- 
ration in the quality of sub- 
scribers. So much so that 
Piltel. the market leader, 
and Globe, a joint venture 
between Ayala Land and 
Singapore Telecom, were 
obliged to write off 85,000 
fraudulent and 30,000 non- 
paying customers - about 40 
and 25 per cent of their cus- 
toms’ base. 

"Credit investigation and 
credit collection, have been a 
major problem and issue for 
cellular companies in the 
Philippines.** says Mr Louie 
Hlado, telecoms analyst at 
ING Barings in Manila. 
“They’re now working to 
address the problem and 
have made a lot of changes 
in their internal chsHts and 
balances as well as their bill- 
ing and collection policies." 

One group which managed 
to escape the fall-out was 
Smart Communications, fast 
emerging as the only genu- 
ine rival to Piltel with 36 per 
cent of the market by year- 
end. "From day one, we 
developed a strong organisa- - 
tion and built the proper 
technical, financial and 


credit controls into our 
operations. These have 
allowed us to concentrate on 
expanding the business." 
says Mr Orlando Vea, presi- 
dent awri c-Hiftf executive. 

Analysts expect the two 
groups to. carve out about 80 
per cent of the fast-growing 
market 'betweeh them. The 
scope tor growth is huge. At 
present the Philippines has a 
density of 1.1 cell alar phones 
per 100 people; tbe second- 
lowest in the region and a 
long way behind Bong Kong 
which has 17 per 100- 

One reason the widely 
expected consolidation has 
failed to take place in the 
overcrowded sector has been 
the emergence of powerful 
foreign backers to beef up 
local operators. Deutsche 



The dactsOy at 1.1 cdUdar phones per TOO people is the second-lowest In the region Aawwtmwd 


Telekom took an effective 35 
per cent stake in Jslacom 
last year. Smart is a joint 
venture between Metro 
Pacific, the local arm of 
Bong Eong-based First 


Pacific and Japan’s NTT, 
while the still-dominant 
PLDT has a 31 per cent stake 
in Piltel. As operators pause 
for breath and continue 
installing new land lines. 


all-out competition in the 
form of a tariff war has so 
far failed to materialise. H 
and when it does, the pres- 
sure to rationalise : will he 
keenly felt 


■ Vietnam 







Earth station dishes for International Direct Doffing in Ho Chi Mnh City. Awtratan PPT Telstra has supported bustoeaa development in 
a host of Asia Pacific cowttiiea through direct hvestment in teiecoms feifftastractuo 
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A £38m telecoms network project between Philips Telecom 
and the Indonesian Ministry of Forestry is helping to 
protect Indonesia's tropical forests against their two 
greatest threats: illegal logging and fires. Timber is 
Indonesia’s second most important export 

The network of nearly 1,000 radio stations gives the 
Ministry of Forestry HQ In Jakarta instant links with its 
officers in remote regions. The system is designed to be 
simple to use and maintain in an environment with 95 per 
cent humidity and dense jungle. Each radio station is 
powered with solar-rechargeable batteries which proride 
sufficient power even if the sun is totally obscured for 10 
consecutive days. The network has 1 10 remote, unmanned 
repeater sites - and for each of these three or four tonnes 
of equipment had to be carried to the top of a bill. 

The worldwide Private Mobil Radio division of Philips 
Telecom which set up the network was acquired by 
SUaoco International in July last year. 



■ South 

Deregulation accelerates 


Korea is backing 
CDMA against 
the European 
GSM system as a 
global standard 

S outh Korea's 

telecommunications 
industry has emerged 
as one of the country's 
fastest-growing sectors. 

In response to 
deregulation, telecoms 
networks are rapidly 
expanding as subscriber fees 
fafi. And the increased 
competition has created a 
new demand for Korean 
telecoms equipment, with 
domestic sales likely to 
provide a firm base for 
growing exports. 

State-run Korea Telecom 
enjoyed a secure monopoly 
until the early 1990s, when 
limited competition was 
allowed first in long-distance 
services and then In cellular 
phone systems. 

The past year has seen an 
acceleration of deregulation, 
particularly for mobile • 
telecoms services as the 
government licensed 27 new 
entrants in seven telecoms 
sectors. 

In part, the government 
wants to establish more 
domestic operators before 
tbe telecoms service market 
is open to wider foreign 
competition by the end of 
the decade under World 


Trade Organisation rules. 
But tbe move to expand 
mobile telecoms networks 
quickly is also linked to a 
state effort to develop 
telecoms equipment into a 
new export industry by 
first creating demand at 
home. 

The programme to build a 
telecoms equipment industry 
has been based on Korea's 
early adoption of tbe 
US-developed code division 
multiple access (CDMA) 
technology as its standard 
for digital cellular systems. 

Korea, along with Hong 
Kong, has been one of the 
first countries in the world 
to use CDMA on a 
commercial basis. It is 
betting that CDMA can 
mount a successful 
challenge against the rival 
European GSM system as a 
global standard for digital 
mobile telecoms, with 
Korea's early use of CDMA 
giving its manufacturers an 
advantage in capturing 
overseas orders as other 
countries adopt the system. 

The gamble appears to be 
paying off. About half of US 
mobile telecoms operators 
are opting for CDMA and 
Japan recently decided to 
use tbe system. Other 
countries are expected to 
follow suit 

Korea’s two cellular phone 
operators, Korea Mobile 
Telecom and Shinsegi. lave 
been using CDMA since last 
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year. A new and cheaper 
mobile phone system, known 
as personal communications 
service (PCS), will also rely - 
on CDMA when three rival 
operators go into service 
next year. 

Other markets for 
telecoms equipment makers 
are being created with the 
expansion of several wireless 
telecoms services, including 
paging and 

second-generation cordless 
telephone services and the 
trunked radio system. A 
third operator has been 
allowed to compete in 
long-distance call services 
against the current 
providers. Korea Telecom 
and Dacom. 

Growth in these services 
has been helped by the 
government's decision to 
slash subscriber rates and 
deposit fees. This is starting 
to squeeze the normally high 
profits of such established 
operators as Korea Mobile . 
Telecom as they lose their 
monopoly status. 

Tbe number of subscribers 
for cellular phone and PCS 
services is expected to 
increase from 3m in 1996 to 
nearly 8m by the year 2000, 
while tbe penetration ratio 
will climb from 6J5 per cent 
to 16-3 per cent. 

This is predicted to result 
in a 17 pea* cent annual 
growth in the domestic 
telecoms equipment market 
from Won7h00bn in 1996 to 


Stage set for years of 


Wonl2,000bn in 2000, winch 
is well above the expected 
global market growth rate of 
2 per cent during the same 
period. . 

In addition, Korean 
telecoms makers are likely 
to enjoy early growth in ~ ; . 
exports of CDMA equipment 
as other countries adopt the 
system. 

“A virtuous circle is being 
created for Korean telecoms 
manufacturers, but at the 
expense of domestic 
telecoms operators,” said 
one analyst, referring to the 
government’s desire to drive 
down subscriber fees so that 
telecoms services will 
expand to create economies 
of scale tor manufacturers. 

Leading Korean companies 
in making CDMA equipment 
include SaTngnxig 
-Electronics, LG Information 

. & r nrmymnicatipnB and 

Hyundai Electronics. The - 
importance of the telecoms 
market for these companies 
is becoming more evident as 
their other businesses, such 
as semiconductors, suffer a 
sharp fall in profits. 

But they will face 
increased competition in the 
domestic market as foreign 
manufacturers link up with 
other Korean companies, 
such as Motorola-Daewoo,; 
Northern Telecom-Hanhwa 
and Lucent-Sungmi in the 
production and marketing of 
CDMA-based PCS 
equipment. 
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Each of seven 
new operators has 
targeted areas 
where it feels 
Telekom Malaysia 
has weaknesses 

S o much is changing in 
Malaysia’s telecommu- 
nications industry that 
certainties are to be cher- 
ished. 

One of these rare certain- 
ties is that Malaysia wants 
to become a telecoms hub in 
south-east Asia. This ambi- 
tion brings it into competi- 
tion with Singapore, its 
neighbour, setting tbe stage 
for years of competitive pric- 
ing. 

Kuala Lumpur also real- 
ises that if the government’s 
top priority industrial proj- 
ect - the futuristic “multime- 
dia super corridor” - is to 
take off. the nation must 
have a telecoms infrastruc- 
ture which is as efficient and 
cheap as any in the world. 

These broad goals provide 
the key to understanding the 
tumultuous changes in Mal- 
aysia's telecoms indus- 
try - and to identifying 
future trends. 

In July last year, the gov- 


ernment reversed a policy of 
seeking consolidation In an 
Industry which it had 
insisted for months was 
overcrowded. Seven basic 
network operators are now 
competing in a country of 
20m people. 

Each of the new operators 
has targeted areas where it 
feels Telekom Malaysia, the 
former telecoms monopoly 
and tbe country's largest 
company by market capital- 
isation. has weaknesses. 
Making life tougher for Tele- 
kom, several of its new com- 
petitors have forged alli- 
ances with foreign partners 
able to supply expertise and 
customers overseas. 

Many of the newcomers, 
owned or backed by heavy- 
weight Malaysian corpora- 
tions. bave plans to raise 
capital this year for ambi- 
tious infrastructure expan- 
sions ahead of equal access, 
scheduled for January l, 
1999. 

Swiss Telecom, Switzer- 
land's national operator, 
bought a 30 per cent stake 
for M$710m last year in 
Mutiara Telekom, a local 
company with fixed-line, cel- 
lular and international gate- 
way licenses. 

Observers say that with 


Swiss Telecom’s help. 
Mutiara stands a good 
chance of finding overseas 
customers to pat its new sat- 
ellite earth station to use. 
Through Its alliance with 
the international carrier Uni- 
source. Swiss Telecom hopes 
to strike agreements with 
overseas telecoms companies 
to use Mutiara's satellite 
facilities for calls not only to 
Malaysia but also to other 
countries in the region. 

But perhaps the most for- 
midable opponent for Tele- 
kom is Technology 
Resources industries, in 
which Deutsche Telekom 
took a 21 per cent stake in 
June last year for an esti- 
mated $570 hl TRI, through 
its subsidiary, Celcom, is 
already the industry leader 
in cellular telephony. The 
German company plans to 
help TRI develop its interna- 
tional business by forging 
relationships in much the 
same way as Swiss Telecom 
hopes to do for Mutiara. 

Time Tblekom, an affiliate 
of the well-connected 
Renong Group, is planning 
to float its shares some timp 
this year to raise capital to 
expand an already impres- 
sive fibre optic network, a 
company executive said. 


Time’s fibre optic “back- 
bone” runs north-south and 
east-west across Malaysia, 
hugging main roads. The 
company has 10,000 fixed- 
line subscribers, mainly in 
tbe high-margin corporate 
sector of tbe market. It also 
runs a cellular service. 

Blnariang, an unlisted 
company 20 per cent owned 
by “Baby Bell" US West is 
strong in mobile telephony 
and its prospects look prom- 
ising in another niche area. 
Blnariang owns both of Mal- 
aysia’s telecoms satellites 
and is associated with the 
country's first satellite 
broadcaster. It has begun 
laying fibre-optic lines to 
deliver satellite TV. basic 
telephony and data services 
to houses. Customers are 
also receiving “multimedia*' 
bills for all three services, 
the company said. 

Mr Chan Chee Beng, Bin- 
ariang’s executive director, 
said that the company hoped 
to raise at least M$lbu in the 
third quarter of this year, 
mainly to finance the roll- 
out of its fibre-optic network. 

Blnariang foraees 700,000 
subscribers for its GSM digi- 
tal mobile phone service by 
the year 2000, up from 

150,000 at the moment. In its 


fixed-line business It expects 
its number of clients to grow 
from 5,700 to 500,000 by the 
year 2000. 

Mobile telephony and 
international direct dial tar- 
iffs are set to fall over tbe 

next few years as competi- 
tion increases. Reductions In 
IDD charges, in particular, 
could be steep and and are 
likely to keep pace with, 
price cuts in Singapore and 
elsewhere. 

Analysts say the govern- 
ment would be unlikely to 
seek to arrest any slide in 
IDD tariffs because it real- 
ises that to do so might deter 
information technology and 
other companies from invest- 
ing in Malaysia. 

Mr Mohamed Said 
Mohamed Ali. chief execu- 
tive of Telekom Malaysia, 
says that although margins 
are set to faB considerably, 
the IDD business will remain 
profitable for the company 
in the farseeable future. 

And even as Telekom Mal- 
aysia must fight new compe- 
tition from all sides, the 
company is still being sad- 
dled with “social” obliga- 
tions. such as laying fines to 
remote, unprofitable areas. 

Another key question 
remains unanswered. Tele- 


kom has been given the job 
of rolling out tbe fibre optic 
network for the “multimedia 
super corridor”, a 750 sq km 
zone near Kuala Lumpur 
which. It is ' hoped, will 
become a hob for informa- 
tion technology in Asia. 

The corridor's telecoms 
infrastructure will cost 
about MJSbn to instnh but it 
is as yet unclear whether 
Telekom win have exclusive 
rights th an business within 
the^corridor, or whether - in 
line with the equal access 
rule - newcomers will be 
allowed to" compete on an 
equal footing. 

The first option would cre- 
ate the kind of monopolistic 
conditions the government 
has acknowledged as inimi- 
cal to efficiency, but the sec- 
ond option might place an 
unfair burden on a company 
already beset with competi- 
tive pressures, observers 
said. 

In the end, executives and 
analysts say, Malaysia’s 
market is. probably not large 
enough to support the cur- 
rent diversity of operators. 
Mr Chan said that the fierce 
competition which .is likely 
to arise from equal access 

could result in a consolida- 
tion among competitors. - 
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Progress on a bumpy road 


With a telephone 
density of only 
13 lines for every 
100 citizens, India 
has a long way to 
go in developing 
its telecoms 
infrastructure 


i 


t irill do .nothing for the 
serenity of one of the 
waftfs great wonders, 
bat is a sign of the Indian 
times: yon can now use a 
ceHphone at the TajMahaL 

ft hegri . anri continues 
to be, a bumpy Tide, hot 
India’s highly ambitions 
attempt to introduce 
gjwt foreign 1 i" ¥ v HTtynpyrt into 
its chronically nndear-snp- 
pfed telecoms sector is roak- 
. log progress. 

The progress is critical, 
wifij India’s telephone “den- 
sity” at jnst L3 telephone 
frrvjg for awa y 100 CT t wa m is^ 
awtimy the lowest in the 
maid — a llhw ^i India's 12m 
installed fines maims it the 
' world’s Mth-bjggest tele- 
phone netwrark. 

According to the recent 
. and authoritative India 
tafrustmetun Report, a gov- 
ernment-backed document 
commissioned to assess the 
cost and prospects for all 
infra s tructure into the nwt 
century, demand for basic, 
fixed-toe. services is expec- 
ted to rise to 3lxn fines by 
. 2001 and StoJ by 2005. GeB- 
phaoe dsnand is seen rising 
to 2m by 2001 and 5m. by 
2006. 

The report estimates the 
total investment required at 
955ba by 2006, of which 
929m was seal coming Cram 
fiie private sector. It was 
fids funding gap which 
prompted the privatisation 
pr ogramme four ye a r s ago. 

ItaHcymakers that 

a programme to attract sepa- 
- mte competitive bids far 20 
carries (roughly analogous to 
India's main stales) to pro- 
vide both private cellolar 
and basic telephone services 
-in competition to the previ- 
ous state monopoly - hHs 
been flawed and often mud- 
dled. But cellular services 
are now well estabUshed in 
India’s four biggest cities 
and networks are creeping 
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up in states both richer, 
such as Mahar ahstra amij 

Gujarat, and poorer, such as 
DHar Pradesh (in which file 
Tnj standsV 

By the end eff last year, the 
eight tov m pp f rng p r ivat e ceB- 
phone operators in Delhi, 
Bombay, Madras ami Cal- 
cutta had a total at 2SBJDOG 
subscribers. just over a year 
a ft er the start of services. 

Private provision of basic, 
fixed-hue services is proving 
slower, stalled by long and 
only partly resolved rows 
between the nine su cc essfu l 
consortia in the 13 rirries for 
which licences have been 
awarded. These have chiefly 
been over the fofrfal size. of 
interconnection fees 
demanded by file Depart 
meat af Triecosus {DOT), the 
state provider. 

After first seeking a nnua l 
fees of BSX3&DOO ($3,796) for 
each 30-voice circuit (2 mega- 
bites per second), the DoT in 
January brought the fees 
down to Ks54jOQO a email . 
This was enough to prompt 
two of the nine consor- 
tia - Bharti Telenet in the 
state Pi “Madhy a Vrafadi anrt 

Reliaace-Nynex in Grga- 
zat - to agree to pay the first 
instalment an their Begwy 
fees. The other seven ficen- 
cees are confirming to nego- 
tiate with the government 
over file issue. 

Telecoms analysts befiewe 
pressures on both govern- 
ment and private op er at or s 


wffl see the row resolved, 
partly because TrwTwm 
gn yom moitf b ap budgeted 
for the receipt of Rs25bn in 
Kw«nn» frp payments in fire 
hnrig ut far the figwi year 
vdncfa. *w*t «n ppH'i and 
am JuMillwal VcOm w\ fhp 

budget tor year— sums 
cntocal to govmmaDfs 

att wn ffa tD "M 1 ^ tig h t flcwil 
deficit targets. 

The Indian-foreign joint 
Ve n t ure J mmmH ' l m 
says one Bombaybased ana- 
lyst with a foreign bank, 

have Wig fa Iron 

the view fiat they would 

wnhir flw frayanii ftgirt Trrrfa- 

o nnm hTo tan-ma ^ mnift - 

•Hons th ere af ter. "The atfi- 
tude has always been: *WeTl 
jump into the water and 
tfr»»n learn bow to swim. 


we’ll keep fighting and 
something wiD happen.’” he 
says. Moreover, analysts also 
paint to a recent rush of gov- 
ernment moves to the 
financing of telecoms pro- 
jects. These include g over n- 
ment approva l for telep hone 
licences to be h eate d as 

ammts, J » l j ^iW ing ttmni to bfi 

used as a cfo ar g y against fin , 
macing. 

The gpnrng - an permitted 
foreign wH ii m wriiii borrow- 
ings (a in pfa** 1 * 1 wntri 

Tnift» moves to convert- 
ibility on its account) 

for the sector has been 
w»kw! AtvH ttiic year, the 
government atom included 
trinmitwi in a list of infra- 
structure lmfiKtriPB eligible 
for tax exemptions and 
incentives, ntrhwti^g a fare 
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holiday for five ycsDS smfl a 
30 per cent profit tax exemp- 
tion for the succeeding five 
years. 

However, while giving 
with one hand, the govern- 
ment algo appears to have 
taken away with another. 
The DoT fr«t. month unex- 
pectedly flmt it 

was raising the call charges 
from fixed lines to cellular 
phones to UtaR for a three- 
minute call - from, a previ- 
ous rate of just Rsl25. The 
DoT move was inspired by a 
desire to prevent cellular 
operators from bypassing its 
fixed-line network for 
long-distance but intra-state 
a prime source of reve- 
nue for the state operator. 

The move prompted all the 
private cetotar fioeacees to 
take the DoT to court, argu- 
ing that the post-fa cto 
rhang w was unfair ami had 
undermined the business 
plans af all operators. The 

supr e me court ID hint this 
•month referred the issue to 
the newly co ns t i t u t e d Trie- 
corns Regulatory Authority, 
which is due to be granted 
formal statutory powers in 
the present parliamentary 
session. 

Resolving tins fresh hic- 
cup in India’s telecans pri- 
vatisation programme will 
therefore prove the THAT'S 
first task — and the first test 
af the degree to which it can 
serve as a truly independent 
regulatory authority. 


• By Tony Water ui Bering 


Foreign investors 
face frustration 


International 
companies feel 
they have no 
choice but to 
keep plugging 
away at this 
difficult market 

C hina's tAlwumwrnini- 
latinna sector is cne 
of the fastest-g ro w in g 
areas of the economy, but 
foreign investors seeking a 
share of a lucrative sector 
continue to be frust rated, 
although there are signs of 

Earlier this year, a spokes- 
man for the Ministry of 
Posts ^d Telecommunica- 
tions (MPT) said restrictions 
on overseas involvement in 
selected areas might be 
eased. The selected areas 
include ventures offering 
electronic mail and voice 
mail services, electronic data 
interchange, videotext, on- 
line database retrieval as 
well as storage and forward 
fax. 

*Tt would be wrong to say 
we have liberalised these 
services already, but we are 
making schedules of which 
year to liberalise which kind 
of value-added service,” a 
spokesman was quoted as 
saying: 

Foreigners would almost 
certainly be restricted to 

wr i w w H y shawhnWiwpi in 

these ventures, and other 
strictures would apply such, 
as a requirement that, a 
majority of staff be Chinese 
nationals. 

China's steadfast pnsfrfan 
has been timt it will not 
allow, for the time being, for- 
eign equity participation in 
setxal network oper at ions, 
but international companies 
are seeking to position them- 
selves for the liberalisation 
of the maritrt- 
SraiK, smdi as Bong Kong 
Telecom, majority-owned by 
Cable and Wireless, have 
coufinmng co-operative ven- 
tures with the MPT - the 
two united to construct a 
Hong Kang to Beijing cable 
- which may he converted to 
partnerships in network 



operations. Other aHJip^n H 
have consultancy arrange- 
ments to help build and 
manage networks, or are 

Pi£ ^ipy¥i iis*i >f fciiyylii^rQ . 

Amen tech and McCaw 
International of the US, 
Singapore Telecom and Sb- 
m e ns-Deutsche Telekom 
have formed joined ve n t ur es 
in the services area, notably 
in the provision of regular 
phones- the fastest-growing 
telecoms sector. Ameritech, 
for n E gM iri p fa^ has agreed to 
construct a IQjOOOsnbscriber 
digital cellular system in 
Taiyuan. Shanxi province, 
south-west of Beumg. 

Ameritech has invested 
S20m in the project which 
gives it an 80 per cent stake 
to be reduced to 49 per cent 
over th* 15-year agreement. 
Such ventures are risky, 
howev e r, because there is no 
law which is directly appli- 
cable. Ameritech has entered 
a “grey area” in the hope 
that further developments in 
the sector will protect its 
mrodmait 

Telecoms specialists 
believe more time will be 
needed before China is wiD- 
tog to open its telecoms sec- 
tor even wider, the recent 
World Trade Organisation 
accord an liberalising trie- 
cams nathwithstandzag. 

One af the barriers to for- 
eign participation is the 
ahspnrp of a legal frame- 
work. ffofoggg law does not 
permit foreigners to take 


equity to mainland phone 
companies, and the MFT 
winch enjoys near monopoly 
control would cer- 

tainly resist a new law. How- 
ever, WTO pressures seem 
(ytiin to force China to 
open its market sootier or 

later. 

Beijing sought to inject 
competition into the maikrt 
by allowing the formation in 
1994 of a second phone oper- 
ator, fthina Unicom, tout the 
newcomer has been beset by 
teething problems, exacer- 
bated toy lack of cooperation 
toy MPT wfakh operates Chi- 
na’s network and is also the 

government regulator. 

Unicam's sim of faig 

10 per cent of China's 
frng^jfifaww telephone mar- 
ket and 30 per cent o f its 
mobile phone traffic by 2000 
appears optimistic, judging 
by its start. 

But in spite of policy and 
other constraints, China's 
t e l ec om s sector is c untarurin g 
its extraordinarily rapid 

transformation. The "»»*"• 
of telephone subscribers will 
increase by 15m fins year, 
according to a recent Xinhua 
report. 

Triedenraty, the number of 
telephones per 100 s ubscrib - 
ers. wfll rise to an a verage of 
7.4 this year, ccn q aned with 
446 in 1995. Switching capac- 
ity will increase by 17m 
lines. 

fMna plane Jjj Kat ya HBm 
tinw; and switching J ^a r H y 
of 170m by the year 2000. 
Investment of YnSOObn 
(960241x1) is envisaged dar- 
ing the Ninth Five Tear Han 
(1996-2000). Teledensity in 
urban areas will rise to 25 
per cent this year. 

There win be farther rapid 
grow t h in the «««**»«• of 
mobile phone subscribers 
this year- up to 10m by the 
end of 1997, c ompar ed with 
fiftm at. the h qpimmg of this 
year. 

Those numbas are expec- 
ted to double to 20m by 2000. 
ft is perimps no surprise that 

intimatiinwl trimmw mm. 

panics feel they have no 
choice but to keep plugging 
away at the China 

market— the stakes could 
hardly be higher. 


SIEMENS 

NIXDORF 



Hie challenge at hand 


confirming to provide new and af&rac&ve 
products and services to an increasaitgy 
demanding customer: Couple this with the 
accelerating pace of information technology 
and tefecommunic afcons available Co 
organisations and it is easy to see how a 
lack fif focus can resute. To naxsoiseynur 
c om p a ny's performance in this co mpetitiv e 
world requires the expe r tis e of a company 
which combines a unique Wend of skUfc. 



A joint endeavour 

Semens IB oif Talerwn worte together with Its 
customers prowfing consultancy. project 
management and rapleraentafion, so as to 
provide real business solutions- Wife our 
py p pria ne o of Telephony Integration with internet, 

f- j iet nmof Bfiggodg i Mp : naflpwwnf, Rraeimjgs 

InteSgeoce, Midtimerfia. Network tafieffigence 
and B26ng systems vre can help you satisfy yaur 
customers. Siemens Ifodorf Tedbeimn is among 
the fargesttidtecomiittMacation system integiattHS 
hi Europe, eaisaring feat those sohdions are 
defiveed by a partner which is globally reliable 
and secure. 



Delivering together 

By working wifi) some of the worfcTs most 
successful organisations we lave shared 
and solved many real business problems, 
helping them to provide global products and 
services to their customers easier, faster 
and cheaper: Our technology is designed to 
work at the heart of the network, integrating 
existing systems with solutions designed to 
defiver real benefits to your organisation. 
We set oursehres the highest standards in 
customer care and support, ensuring our 
solutions are delivered on time and to 
budget in fact when the benefits come on 
fine, you wi!J appreciate the critical 
difference Siemens Nbdorf Telecom 
solutions make to your bottom fine. 
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Long-suffering 
callers can ; 
side-step the 
national waiting 
list for fixed lines 


I t was the. day that Entel 
launched its' cellular 
telephone service and 
thousands wanted to take 
advantage a £ the low-cost 
promotion. 1 The queues 
stretched several blocks 
along the sunny street in La 


Quafity and service obfigations under the privatisadon contract ai» being met 99 per cant of calls are now completed as (Salted and 93 per cent of reported faufts «e repaired within 2* hours ftaMi 

Peru.:* ^ V 1. ■ J ‘. 


A model for privatisation 


Peru now has 
32,000 public 
phones: double 
the number it had 
two years ago 


S ince winning control 
in mid-1994 of what 
had been Peru's state 
telecommunications monop- 
oly with a spectacular $2bn 
shut-out bid. Spain's Telefon- 
ica has invested and restruc- 
tured at a dizzying pace. 

Operating revenues 
increased 17 per cent in 1996 
over 1995. Telefonica’s first 
fall year in business in Peru, 
and analysts predict further 
revenue growth of about 30 
per cent this year and 20 per 
cent next. 

Before privatisation in 
1994, the average 3.3 tele- 
phone lines per 100 inhabit- 
ants was the lowest level of 
penetration in any big coun- 
try in the hemisphere. Tele- 
fonica baa already pushed 
the figure to 5.9 (some L4m) 
per 100 today, with 85 per 
cent of all services digital- 
ised. And by the end of 1999. 
when the five-year exclusiv- 
ity period expires, that fig- 
ure should be close ta 10. 

All other indicators show 
similar dynamism. Peru now 
has 32,000 public telephones, 
double the number two 
years ago, while subscribers 
to Telefonica's cellular tele- 
phone service have more 
than quadrupled to 130.000. 

Most spectacular of all has 
been growth in cable televi- 
sion: subscriptions have 
leapt from 7,000 at the start 
of 1995 to 101,000 today. 

At the same time, effi- 
ciency has improved mark- 
edly. Through an incentives 
and voluntary redundancy 
programme, the number of 
employees has shrunk from 
8,900 to 6200, meaning the 
ratio of lines in service per 
employee has risen from 92 
two years ago to a more 


respectable 228. Quality and 
service obligations under the 
privatisation contract are 
also being met 99 per cent of 
calls are now completed as 
dialled and 93 per cent of 
reported faults are repaired 
within 24 hours. 

Peru's telecoms privatisa- 
tion is recognised as having 
been a model for encourag- 
ing private sector participa- 
tion. And even thou gh they 
were widely considered to 
have paid well over the odds 
for Peru’s Entel -CPT, the 
Spaniards apparently have 
no reason to regret their 
investment 

“You have to ensure the 
operator will make money.” 
says Mr W illiam Laurent, 
telecoms analyst at Robert 
Fleming Securities in Lon- 
don. “Peru put a rate reba- 
lancing programme in place 
before it asked far bids, and 
also set up a regulatory 
authority - Osiptel - which 
genuinely works. That 
explains why Telefonica was 
not afraid to bid so much.” 

In return for several strin- 
gent targets. Peru’s privatis- 
ers handed Telefonica a five- 
year monopoly over 
long-distance communica- 
tions. national and interna- 
tional. as well as over fixed- 
line telephony. 

But in cellular and cable 
television services, paging 
and call-boxes, however, 
Telefonica already has one 
local competitor who has 
recently given notice of big 
battles to come. Tele 2000 
was set up in the late 1980s 
by Mr Genaro Delgado Par- 
ker, a Peruvian media 
tycoon, who took advantage 
of a legal loophole to apply 
for, and win, the alternative 
cellular telephone band. His 
company, which has a cable 
television affiliate, grew 
spectacularly - on Mr Del- 
gado Parker’s own estimates 
- from its $lm capital in 1991 
to $50m two years later. In 
1993, Tele 2000 m a d e a $4Qm 


international issue of con- 
vertible bonds but, since 
then, has lacked the capital 
(and, same say, the manage- 
ment s kills ) to fulfil an ambi- 
tious 3120m investment 
expansion plan for 199698, 

Those problems now seem 
to have been resolved. In 
January, after months of 
talks. Bell South paid 
$ll2^m for a 58.7 per cent 
stake in Tele2000. That 
leaves Bell South and Mr 
Delgado Parker with about 
90 per cent of the company, 
the rest trades locally and mi 
the New York Stock 
Exchange. 

Local analysts expect that 
Bell South's entry will hit 
Telefonica's current 70 per 
cent share in Peru’s cable 
television and cellular tele- 
phone market. That will 
drop to between 55 and 60 
per cent, they estimate. 

“Despite the efforts being 
made by Telefonica, there’s 
still an enormous deficit in 
the Peruvian market,” says 
Mr Delgado Parker. “Compe- 
tition between two or three 
companies is perfectly appro- 
priate and we think we have 
the chance of capturing a 
good percentage of the large 
future market” 

Another large interna- 
tional cable TV operator. 
United International Hold- 
ings (UIH) of Denver, has 
also gained a recent toe-hold 
in the Peruvian market Late 
last year, far a minimal out- 
lay, it acquired one of the 
two small cable companies 
in the southern city of Are- 
quipa. By die end of next 
year. UIH plans to have 
spent $L5m on new equip- 
ment, laying fibre optic 
cable and increasing the 
number of its subscribers 
more than 10-fold. 

UIH Trill be limited for the 
next three years to provision 
of cable television, Internet 
services, data and voice 
transmissions. It plans to 
use those as a base network 
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Telecoms in the high sierra of the Andes: some 85 per cent of ail Peru's services are t flgK a ft wd 


for offering standard tele- 
phony services when the 
Peruvian market opens to 
full competition in 1999. 

Telefonica, however, can 
be expected to put up a 
strenuous defence of its 
lucrative Peruvian patch- Mr 


Jaime Villalonga, president 
of Telefonica de Espafia, said 
in late February that instead 
of expanding into Central 
America as had originally 
been planned, Telefonica 
will now concentrate on con- 
solidating its existing pres- 


ence in four Latin American 
markets: Argentina, Chile, 
Brazil and Pom. 

“Telefonica del Peru is 
building very quickly,” says 
Mr Laurent “By 1999, it 
should be well ahead of any 
competition." 


“It’s a cellphone madness," 
said Mr Giovanni Ruggeri, 
the Italian who now runs the 
former state-owned telecom- 
munications company. 
“We've had 300,000 inquiries 
in two. months. It was obvi- 
ous there's a market and a 
need, but the explosion of 
-interest caught us rather off 
balance." 

Although the Italian 
national Bag Bias over Its 
new La Paz headquarters, 
Stet of Italy - the new Joint 
owner and operator of the 
Bolivian, telecoms company 
-has chosen to retain the 
name of . the former state 
monopoly it acquired tor .a 
surprisingly large sum in the 
mid-1995 auction. This was 
not, strictly speaking, a pri- 
vatisation bat “capitalisa- 
tion”, Bolivia's idiosyncratic 
alternative mechanism by 
which a “strategic partner” 
bids for just 50 per cent 
- plus foD Trumagpwipnt con- 
trol -of a state-owned com- 
pany. 

Up against the Italians 
were Spain’s Telefonica and 
MCI of the US. But Stefs 
massive 5610m knocked 
spots off the Spaniards’ offer, 
of 5162.5m and was more 
than double MCTs bid. 

“Stet tod to win," says Mr 
Ruggeri. “Our ahn is to rein- 
force the presence ; we 
already have in Argentina 
and Chile. Bolivia’s market 
is undeveloped but itVrtra- 
tegfcally i m p ortant* 

' With the 5610m injection 
from Stet, Entel is now 
Bolivia’s largest company in 
toms of capital. Mr Ruggeri 
calls the capitalisation 
scheme, which encourages 
the new partner to commit 
investments rapidly, “inge- 
nious and. very interesting”. 
Last year alone, Stet put 
5160m into expanding tele- 
phone services: 514m went 
into expansion of existing 
lines, another $14m into a 
long-awaited fibre optic net- . 
weak and 515m on installa- 
tion of public telephones. 

But the biggest slice of 
Stefs 1996 investment 
(almost 567m) went on. set- 
ting up a cellular telephone 
system, an area of the busi- 
ness hi which.it has wide 
experience in Europe. 
Within two months of the 


-launch, it had sighed, tm 

16,000 clients, more tfcahjjfo.- 
neeriBg Tetecd.- whfchflkw . 
the other V hand 
. notched up.to five yeajj-tf 
. operational i - 
.. Celhfiar tel^phbj»s are a. 
particularly - welcome J tufo. 

- vation to Bolivia’s k 
; terito adta^Uhdffl'.foejire- 
■; capitalisation system, a 
state-owned Entel monopol- 
ised long-distance traffic, 
both national and intarna- 
: tional. while 20 cooperatives 
in the biggest towns .'and 
. cities were responsible for 
local services. To get atete- 
phdne line, .it was necessary 
to become a “partner? In the 
co-operative at a cost of 
about 52,51)0, and - “the 
national watting fist; tor hue 
installations (about 240,000) 
was almost aqulvajeafjo tbe 
number of tins hi sejyfce. 

: While the occasional local 
co-operative -notably -Cotas 
in tire eastern dty of Santa 
(V ». — functioned wr rfty 

most failed to invest and 
gradually sncctunbedto toef> 
ficiency if not.' outrigfctcor- 
ruptioati By the fime Ehtel 
was offered to private, sector 
bidders, there were only. 88 
■lines par iOQ Bolivians; 
almost the-Iowert: level of 
telephone penetration.Tn the ‘ 
continent . . - ■; ’■ 

Although : the tow tele- 
. coma law require the coop- 
eratives to instaU.new. fixed 
lines or go under, for' the 
time being a cellphone Js the 
option for. many Bolivians. 
In a country of. vast dis- 
tances and poor, physical 
infrastructure, - “they. cell- 
phone has its oWn logic in 
the development of society,* 
says Mr Ruggeri. 

Capitalisation's brbugbt 
a number ^contractual obli- 
gations. to return for a five- 
year period' of exclusivity 
over, long distance anrT fixed- 
line telephony Stet must 
install a minimum of - 5,000 
public telephones: and pro- 
vide a service to earii Of 
£099- identified rural oammu- 
nities. with more than SSO 
inhabitants- So for, theriam- 
pany says it Is ahead of its 
inves tment plan. 

. And in a development 
which could provide .some 
real competition for. 1 Stet, 
Cotel - the co-operative 
which provides telephone 
services in LaJPaz - is con- 
sidering a change in ' stat- 
utes. to become a limited 
company... 

Mr Fernando Dips, Cotel’s 
general manager, says a pap- - 
ital increase of 56fen-plus is 
necessary if Cotel is to inert 
its legal obligations -to 
expand coverage. It could 
open the door for- an 
approach by a fareigh inves- 
tor who wants. a foot in fos 
door before Stefs period of 
Exclusivity expires to the 
year 2001. 
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■ Sub-Saharan AErica • By Joel Kihazo 
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The last frontier Sell-off will fund improvements 


Analysts believe 
mobile 

communications 
will be the 
linchpin of 
Africa’s 

telecoms future 


A frica has been left 
behind other emerg- 
ing global telecommu- 
nications markets but as 
those in Asia and Latin 
America mature, many now 
regard the continent as the 
last frontier that must be 
conquered. 

According to a recent FT 
Telecoms and Media Publish- 
ing report*, in 1996 the total 
official waiting list for 
Africa’s 55 countries 
amounted to about 4bn and 
(his was growing by at least 
4 per cent a year. 

Individually, Ghana, the 
first sub-Sahara country to 
gain independence, perhaps 
best illustrates the true scale 
of the problem. 

While its economy has 
grown by an average 4.7 per 
cent a year since 1985 and its 
population by about 3.1 per 
cent a year to its present 
17m. the number of available 
telephone lines has 
remained practically 
unchanged. 

According to figures from 
Ghana's Ministry of Trans- 
port and Telecommunica- 
tions, at the end of 1995 the 
telephone penetration rate 
was only 0.37 lines per 100 
inhabitants. 

This has not only created 
a backlog of more than 

300,000 people waiting to be 
connected but. has also led 


to a thriving black market in 
telephone lines. 

The situation Is said to be 
little different in many other 
African countries. 

“With the traditional aver- 
age cost of African direct 
exchange lines ran g in g up to 
more than twice that of 
Europe, such unsatisfied 
demand represented a direct 
exchange line market alone 
of about $i0bn and grow- 
ing," said the Telecoms 
report 

Analysts project Africa's 
population may surpass lbn 
within the next 10-12 years 
and Mr Carl Edgar Law, who 
complied the report says a 
teledensity of even 10 per 
cent would create a require- 
ment of nearly 90m lines 
over that period. 

“That teledensity will not 
be reached, but there is cer- 
tainly a market for at least 
19m lines over the six-year 
period 1994-2000 at an invest- 
ment cost of S3bn-S5bn a 
year,” he says. 

Several of the world’s lead- 
ing telecoms groups have 
not been slow to recognising 
that potential for lucrative 
gains and over the past five 
years, African countries 
have vaulted Into the 
advanced service digital age 
from the dark world of a 
now obsolete electromechan- 
ical switching base. 

Analysts cite the twin 
forces in many African coun- 
tries of economic restructuf- 
ing and the development of 
fester, cheaper, less power- 
hungry equipment as the 
main reasons for the shift. 

The analysts believe 
mobile communications will 
be the linchpin of Africa's 
telecoms future- 


The Telecoms report says: 
“When both cellular technol- 
ogy and cordless telephony 
technology are used to the 
fixed wireless mode, it 
becomes possible (only since 
the late 198Qs-early 1990s) to 
provide thousands of fixed- 
line connections within 
weeks, at much lower cost 
than traditional copper- 
based fixed Hues.” 

Many of the changes wfil 
take place in a more amena- 
ble environment in which 
the private sector will be the 
driving force. 

Last December, Ghana 
sold a 30 per cent strategic 
stake to a company con- 
trolled by Telekom Malaysia 
and also ceded management 
control. 

to Ivory Coast, a consor- 
tium led by France' Telecom 
clinched a 51 per cast stake 
in the country's national car- 
rier, 

Senegal sold a 33 per cent 
holding to Sotigte Nationale 
des Telecommunications 
(Sena tel) to an international 
consortium led by Telia of 
Sweden far $134m. 

And the sale of 30 per cent 
of the equity in Telkom, the 
South African national car- 
rier. is expected to be one of 
the biggest international 
offers, out of Africa this year. 

Each week brings a new 
signing of contracts for 
expansion or introduction of 
mobile telephony in some 
comer of a continent that 
has joined the race to get 
connected. 

*African Telecoms Mar- 
kets, published by Financial 
Times Telecoms and Media, 
Publishing, Maple House. 149 
Tottenham Court Road, Lon- 
don tyP SLL 


The part- 
privatisation is 
intended to raise 
R5bn-R6bn, most 
of which will 
fund new 
infrastructure 


I t has become routine for 
politicians to tout the 
prospect of recovery in 
Africa made possible by the 
rapid evolution of informa- 
tion technology. But despite 
the potential of value-added 
services such as the Internet 
to build new markets, stimu- 
late business, and improve 
education and health care, 
that prospect remains 
largely Utopian. 

Telecommunications Infra- 
structure is in such short 
supply that there are more 
telephone lines in Manhat- 
tan than in all of sub-Saha- 
ran Africa. 

The sale of 30 per cent of 
the equity of Telkom, the 
South African utility with a 
monopoly of public switched 
line services, to an interna- 
tional telecoms group is the 
most significant move yet to 
redress that shortage. 

A final short list of three 
candidates for the equity 
stake was compiled from 
eight prospective bidders 
who carried out a due dili- 
gence test last year. SBC. the 
US group that was formerly 
Southwestern Bell, and Mal- 
aysia Telecom have submit- 
ted a joint hid in the face of 
competition from France 
Telecom. Negotiations 
between the government and 
the consortium are continu- 
ing after Deutsche Telekom. 



South African schootchUdren team how a switchboard works - wffli help from a BT engineer • 


initially thought to be a 
front runner, abandoned Its 
bid before the February 28 

deadline. The winner will be 
announced in April. 

This part privatisation is 
intended to raise R5bn-R6bn, 
most of which will fund the 
roll-out of new infrastruc- 
ture. The deal is also 
intended to revitalise Tel- 
kom by pnahiiwg the transfer 
of skffls and technology. 

The development chal- 
lenge is huge, but telecoms 
policy to South Africa is 
made more -acute by the leg- 
acy of apartheid. The rating 
African National Congress 
took office in 1994 with a 
pledge to provide affordable 
universal telephone services 
on demand. 

Anything less, stated their 
election manifesto, was an 
Infringement of the citizen's 
basic rights. 

That is a daunting ' pledge, 
but 8 imply explained by a 


single statistic: in South 
Africa today, there are 60 
phone lines for every 100 
whites, compared with less 
than one for every black. 
The rapid expansion of the 
telecoms infrastructure Is 
both a prerequisite of fester 
economic growth, and a visi- 
ble measure of the govern- 
ment's progress to address- 
ing the legacy of apartheid. 

To that end, the regulatory 
framework for telecoms has 
been reinvented. An indus- 
try previously controlled by 
a dvfl servant, the Postmas- 
ter-General, Is now answer- 
able to the South African 
Telecommunications Regula- 
tory Authority, an indepen- 
dent regulator which was 
constituted early this year. 

Three new licence catego- 
ries have been intro- 
duced - public switched tele- 
coms services, transmission 
of radio frequencies and 
value added network ser- 


vices -and a timetable, for 
further liberalisation is 
likely to be approved bypan 
liament during its current 


Value-added network ser- 
vices - Including the Inter- 
net, paging and data trans- 
fer —have already been 
opened to new ratrants/ and 
a third ceQular operator may 
be licensed later tWs year to 
compete in the fiercely com- 
petitive caflular market 
But Telkom’s monopoly of 
the public switching net- 
work has not bean lifted, and 
could be extended for five 
years if the utility achieves 
its development targets. Jf 90 
per cent of schools, clinics, 
and previously undersesyed 
communities earmarked by 
the government are con- 
nected to new tines- within 
four years, Telkom could be 
rewarded with an extra year 
of exclusivity. This bonus is 
subject to a commitment to 


. roll out . 3m new tines, -and 
underperfonnance will be 
penalised by dotiar-denoxni- 
nated fines. 

. The reason for such an 
incentive is apparent, from 
Telkom's poor record of pro- 
viding new infrastructure, to 
1995-96, Telkom made only 

160,000 new connections; 
weft short of the 80(W)00 new 
lines.a year required to meet 
the government's target of 
4m new .lines -within five 
years. 

• The utility continues to 
subrtdise local calls with 
profits from the more lucra- 
tive international market, 
where it is espertaBy vulner- 
able to fareigu ; competition. 
And a further d e terrent for a 
foreign partner is Telkom’s 
R9bn : debt, which devours 
nearly half its . operating 
profits and effectively liars 
the coibpany from. raising 
. new cash Jfrom foe capital 
maxkefs v -< 

-Moves : to rebalance.’ Tel- 
kom’s’ “international and 
locaL: tariffs* a preoiraqr to 
any open market, are under 
way. But -arguments for 
instam competition to bring 
.down prices '& the existing 
consume- market have been 
rejected' in favour of mea- 
sures to' safeguard the return 
on -capital .for the foreign 
shareholder. 

Bidders have suggested 
that -premature competition 
wlH encourage cherry-pick- 
tog of lucrative^ markrts ' at 
foa expense- of new roll-outs. 
But having lobbied this 
point ; effectively, among 
policymakers, the. test -of 
that, argument will be South 
Africa’s- emergence as tale- 
coma hub for the eqtfre cotf* 

HlMHWt. ' 
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& If your company's computers are 


connected through a Nortel coimnu 


n i car ions net wo r k . 


share voice, data and video infor- 


matron faster than ever. You'll be 


more efficient, more productive 


and very likely more profitable. Any 


quesnonzzz? Nortel Communication 


networks for the world. 


NORTEL 
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Hungary • ByKester Eddy in Budapest 


Hot competition ahead 


The gloves will be 
off when MataVs 


concession on 
international 
voice traffic ends 
in late 2001 


N ewcomers to Hun- 
gary used to be easily 
identified by their 
complaints about the phone 

system; it crankiness, the 
imperviousness of the tele- 
phone company to com- 
plaints and the extra cost of 
a flat with a line that 
worked. 

The locals, having applied 
for a phone about the time 
that Ronald Reagan for was 
it Cartel?) was elected, did 
not waste their breath. They 
would talk about wine, 
babies or the price of tram 
tickets - anything, but the 
phone service, or lack of it. 

Until about five years ago. 
that is. Then, Matav, the 
then monopoly national tele- 
phone company, began to 
get its act together and 
attack the waiting list of 
800.000 repressed telephone 
users. In five years, Matav 
has expanded the network 
from lim to 2.1m lines, abol- 


ished manual exchanges, 
and digitised 62 per cent of 
its network. 

At the same time, it has 
been partly privatised and 
has had Its service area cut 
by 25 per cent as part of a 
government strategy to 
introduce competition. 
Matav installed a record 
300,000 lines last year and 
promises phones for the last, 
long-suffering. 200,000 on the 
waiting list by mid-summer. 
The level of coverage now 
exceeds 28 lines per 100 resi- 
dents in Matav areas nation- 
wide, and 43 per 100 in Buda- 
pest 

There are complaints, of 
course. Several hundred 
households were cut off for 
three days in Budapest's 
fashionable 12th district last 
summer while a new 
exchange was installed. 

“We got a notice saying it 
would happen, but not 
when," said one resident, a 
self-employed businessman. 
Worse still, he was incensed 
to discover that his phone 
continued to give a normal 

ringing tone to incoming cal- 
lers in the cut-off period, 
infuriating potential clients. 
A Matav spokesman admit- 
ted there had been problems 


with automatic information 
“because of the enormous 
number of changes and lim- 
ited capacity." 

However, back in the early 
1990s, salvation was avail- 
able for frustrated, would-be 
callers, in the form of mobile 
phones. For those with the 
money - and muscle - to lug 
the old sets around, Westell 
Radiotelefan, a joint venture 
between US West and Matav, 
began, a 450MHz service in 
1988. But competition 
arrived in force in 1994 with 
the advent of GSM 900 ser- 
vices. 

The market leader. Westel 
900, owned by Matav, US 
West Holland and IFC. now 
has 225,000 clients and is 
investing Ftl3bn ($74m) this 
year to further strengthen 
services. After a slower 
start, arch-rival Pannon 
GSM won 100.000 new clients 
last year to achieve a total of 
170,000; a 43 per cent market 
share. 

Pannon, a Dutch-Scandina- 
vian domestic consortium. Is 
targeting 308,000 users by 
the end of this year, and 
plans an ann » 31 investment 
of $i00m up to the end of the 
millgnium. “It’s not impossi- 
ble to have over one minion 
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The Kremfiru Russia has become one of the moot potantfafly exciting telecoms ma rk e ts In the world 
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Russia • By John Thornhill in Moscow 




Great untapped market 


The government 
is conducting a 
heated debate 
about how the 
industry can best 
be restructured 


T he Soviet Union was 
legendary for its terri- 
ble telephones. Hap- 
less travellers wanting to 
make international calls 
would have to book hours in 
advance and then endure the 
heavy breathing of KGB 
eavesdroppers down the line. 
Domestic users would often 
have to wait decades for a 
telephone line to be 
installed. 

But since the collapse of 
the closed communist world 
and the introduction of a 
capitalist economy. Russia 
has been transformed into 
one of the most potentially 
exciting telecommunications 
markets in the world. 

With a massively underde- 
veloped telecoms infrastruc- 
ture. a largely urbanised 
population of 150m loqua- 
cious people, and a hunger 
to reintegrate itself into the 
world economy. Russia is 
one of the planet's last great 
untapped markets. 

At the end of 1995, there 
were only 26m telephone 
lines In Russia; a rate of pen- 
etration significantly lower 
than in most other industria- 
lised countries. But there 


were also 9.5m potential cus- 
tomers waiting for installa- 
tion, suggesting considerable 
pent-up demand. 

At present, Russia's 
long-distance and interna- 
tional telephone market is 
dominated by Rostelekom, a 
partially privatised company 
which was hacked out of the 
Ministry of Telecommunica- 
tions. during the country’s 
mass privatisation drive. 

Rostelekom accounts for 
more than 90 per cent or all 
high-tariff traffic and has 
exploited this position to 
increase prices substantially 
over the past three years 
while service quality has 
lagged behind. 

Rostelekom. which has 
become the first Russian 
company to receive a credit 
rating from a western rat- 
ings agency, has been sys- 
tematically stepping up its 
investment plans, spending 
$4 00m last year on infra- 
structure projects. It hopes 
to escalate that spending fur- 
ther after accessing interna- 
tional capital markets later 
this year. 

But the government is cur- 
rently conducting a heated 
internal debate about how 
the industry can best be 
restructured to meet the 
needs of a modern economy. 
Plans to create a second 
rival carrier, Svyazinvest. 
providing long-distance and 
international access to Rus- 
sia's 86 regional telephone 


operators appear to have 
been shelved -much to the 
dismay of the World Bank 
which was recommending 
this approach to the govern- 
ment. 

It now seems more likely 
that Svyazinvest will be 
wrapped into Rostelekom in 
one form or another, creat- 
ing a more powerful corpo- 
rate vehicle to finance the 
industry's massive infra- 
structure needs but alarm- 
ing those who fear the 
enlarged entity's monopoly 
powers. 

Clarification of the Indus- 
try's structure, which is 
expected within the next few 
months, would also help 
remove the confusion hang- 
ing over the heads of the 86 
local telephone operators, 
allowing them to raise devel- 
opment finance and expand 
their networks. 

US West. Deutsche Tele- 
kom. AT&T, and France 
Telecom have been the most 
active foreign telecoms com- 
panies in Russia, forming 
joint ventures with local 
partners. But most are con- 
strained by their need to 
lease Rostelekom or satellite 
lines, mak ing U difficult to 
compete aggressively for 
new business. 

Mr Oleg Belov, head of 
Rostelekom, argues there is 
no danger of the company 
abusing its market position 
because of the expansion of 
rival operators, particularly 


in the cellular market. 

Since June 1996, indepen- 
dent operators had been 
granted permission to run 50 
AMPS licences, 10 GSM 
licences, and 25 NMT-450 
licences. The Russian cellu- 
lar market has expanded 
from just 6.000 users In 1992 
to 200,000 by the end of 1996, 
with further explosive 
growth predicted. 

One of the largest and 
most successful cellular 
operators is Vimpelcom, 
which began operating in 
Moscow In 1994 and which 
last year became the first 
Russian company to be 
listed on the New York 
Stock Exchange. 

As of last September, Vim- 
pelcom bad attracted 45.000 
subscribers in Moscow; nine 
times more than the previ- 
ous year. The company has 
also won AMPS licences to 
operate in five cither regions 
in Russia with a combined 
population of 9m. promising 
to Increase competition with 
Rostelekom. 

Mr Belov says there are 
also 14 other rival telephone 
networks, operated by the 
-railways, the oil distribution 
company, and the gas indus- 
try, which could provide the 
skeleton for new 
long-distance services. Many 
of these companies could 
link up with foreign opera- 
tors, Injecting new capital 
and expertise into the Rus- 
sian telecoms market 
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customers by the end of 
2000," said Mr Gussri Emri, 
Pannon chief executive offi- 
cer. recently. 

With the 450MHz customer 
base virtually static at 
72,000. both GSM companies 
are gaming for growth with 
value added services, such 
as voice mail and data trans- 
mission. 

Matav, its basic network 
almost complete. Is also 
switching attention to 
improved quality and prod- 
ucts, such as ISDN (inte- 
grated services digital net- 
work) and managed lease 
lines. Matav plans to con- 
tinue investment levels of 
$300-$4Q0m annually to boost 
these services, and fight off 
the specialised providers 
which have carved out niche 
markets in recent years. 

Hungarodigltel, for exam- 
ple, provides data transmis- 
sion services for the largest 
Hungarian bank OTP, and 
has just won an order for 
Budapest Bank, necessitat- 
ing a $un investment in a 
GE Spacenet system. Turn- 
over, at FtSOOm last year, is 
expected to rise by some 25 
per cent as a result, said Mr 
Antal Heszberger, deputy 
director. 




Budapest: the phone i 


i used to be so poor that locals Knew there was no point In even complaining 
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Matav holds an exclusive 
concession on international 
and long-distance voice traf- 
fic which ends in late 2001. 
This is a key consideration 
in the evaluation of the com- 
pany for an initial public 
offering and foreign bourse 
listings, expected within the 
next 12 months. The com- 
pany remains confident that 
the concession will run its 


full term, in spite of some 
hints from ministry officials 
about earlier liberalisation 
due to the IPO, Hungary's 
accession to the European 
Union, or the recently signed 
WTO liberalisation agree- 
ment. 

“The WTO and EU acces- 
sion strengthen the kind of 
cammifanent management is 
preparing for anyway,” says 


Mr Tamas Fellegi, Matav 
director of government rela- 
tions. 

Competition will undoubt- 
edly hot up from 2002. how- 
ever, and rivals to Matav 
such as Pantel, a consortium 
led by Hungarian Railways 
currently under formation, 
is one venture hoping to 
cash in on that day. But 
until then, any Inroads on 


Matavs business will be lim- 
ited. according ' .to Mr 
' Gergely Varkonyi. an ana- ' 
lyst with ING Baring Hun- 
gary / “‘After 2001, Pantei 
might have, an effect, but 
Matav Is strong enough , to 
face competition. ’ both in' 
terms of services and profit- 
ability. They could always 
reduce tariffs in a price com- 
petition If required.” 
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The Czech Republic • -fly Vincent Botertd hi : v- 


Small but exciting arena 


Despite rapid 
expansion, 
waiting lists and 
relatively poor 
customer services 
are still factors 


msm 





N othing attracts 
customers like a 
price war. Since the 
Czech government opened 
the mobile telephone 
market to competition a 
year ago, the two licenced 
providers of GSM mobile 
services - EuroTei and 
Radiomobil - have been 
locked in a classic battle for 
market share marked by 
aggressive price cuts and a 
marketing campaign that 
has the coffers of local 
advertising agencies 
bulging. 

It is one of several 
exampl es of rising 
competition in a telecoms 
market that, un til th e part 
privatisation of SPT 
Telecom in 1995, was badly 
served by a creaking 
monopoly and hardly grew 
at alL The pent-up demand 
for services of any kind, 
especially from corporate 
customers in service 
industries, lies behind the 
growing demand. 

“Buying a mobile 
telephone is quick and easy 
and many customers are 
willing to get them while 
they wait for new or extra 
fixed lines," says one 
telecoms executive. 

The decision to sell a 27 
per cent stake in SP T to a 
consortium of FIT Telecom 
Netherlands and Swiss 
Telecom for fl.45bn has 
been the catalyst for this 
growtluHowever, the Czech 
Republic remains a 
developing telecoms 
market Waiting lists and 
relatively poor customer 
services are still fectors. 

But the expansion of the 
market in the past two 
years has been dramatic. 

In 1996, SPT, the 
monopoly operator of 
long-distance and 
international services until 
the turn of the century, 
installed more new 
telephone lines - 417,000 
- than were installed during 
the entire 1980s. The 
expansion increased the 
density of telephone lines 
from 23 to 27 far every 100 
people; well below western 
E urop ean levels. 

SPT also received 380,000 
new requests but reduced 
the overall waiting list from 
650,000 to 623,000 at the end 
of the year. This year, says 
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Prague: the expansion of the market in the past two ywars has been dramatic nuvcsmiHnv 


Mr Svatoslav Novak, chief 
executive, it expects to 
install 470,000 lines as part 
of a continuing 
modernisation drive that 
will eventually cost about 
$5bn. 

Under the privatisation 
agreement the company 
has to meet stiff targets for 
new installations every 
year. It still takes customers 
two years to get a fixed -line 
connection, bat that is less 
than half the time it took a 
year ago and goal is to 
eliminate the entire waiting 
list in 1998. 

This will mean that from 
1999 an applicant win have 
a phone installed within 
three months of the request, 
while business customers 
wifi, have to wait no longer 
thap one month. 

Even though SPTs 
monopoly of the most 
profitable services remains 
in place, international 
operators have begun 
eyeing niche markets, 
offering services that the 
national operator has been 
slaw to develop. A team 


from British Telecom was in 
Prague in February, 
scouting opportunities 
among leading corporate 
customers for advanced 
Internationalservices - and 
prompting SPT to consider 
its own specialist target list 
of top customers. 

The Czech market Is 
"small but exciting,” says 
an executive with a western 
operator interested in the 
Czech market. However, 
with acces s not guaranteed 
until SPT loses its 
monopoly status, 
opportunities may be 
limited if liberalisation Is 
introduced. That Is why 
local cable and telecoms 
groups keen to enter' the 
market would like to see the 
monopoly ended sooner, and 
are talking with utility 
companies about joint 
ventures to try to provide 
alternative services to SPT. 

The fastest-growing sector 
of the market now is in 
GSM mobil e services, in 
which SPT is also a key 
operator. Its mobile . 
subsidiary, EuroTei, owned 


jointly with Bell Atlantic 
and US West, has taken a 
commanding lead over its 
only rival, the Deutsche 
Telekom-run Radiomobil, in 
the race for market share. 
EuroTei has more than 
100.000 customers after six 
months of operations, 
compared to Radiomobil’s - 
35,000, in the GSM market 
Analysts caution, 
however, that continued 
strong growth in the 
telecoms market is crucially 
. dependent on economic 
growth. Gross domestic 
product in 1996 actually fell, 
to 4.1 per cent, from 4.8 per 
cent In 1995, and this year it 
is unlikely to be much 
different because of the 
slow pace of industrial 
restructuring and poor 
export growth. That may 
put a cap on the market’s 
growth, but SPTs monopoly 
status and continued strong 
demand from-new , 
customers is likely to leave 
the company in a strong . 
position when the market is . 
thrown open to wider 
competition in 200L . 


Poland * By Christopher Bobinski in Warsaw 
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Decisions on sell-off strategy need to be taken soon 


The state-owned 
operator will soon 
face significant 
competition from 
private investors 


P oland will soon be tak- 
ing decisions on a pri- 
vatisation strategy for 
Telekomunikacja Polska SA 
ITP SA), the main state- 
owned telecoms operator, as 
private investors in local 
networks and mobile tele- 
phone systems mount a chal- 
lenge to the company’s domi- 
nant position in the sector. 


So Ear, TP SA. which has a 
legally guaranteed monopoly 
on international connections 
until the end of 3002 and on 
inter-city links until the end 
of next year, has carried the 
main burden of developing 
the country's still Inade- 
quate telephone system. The 
company's investment pro- 
gramme has funded installa- 
tion of 3.5m lines since 1990 
- lifting the average number 
of lines to 17 per 100 inhabit- 
ants. TP SA plans to have 30 
lines per 100 people in place 
by the year 2000. 

At tbe same time, the Tele- 
communications Minis try. 


after taking advice from 
Schraders and CS First Bos- 
ton. has drafted privatisation 
proposals for a public share 
offer in TP SA both at home 
and abroad some time next 
year. This still has to be 
approved by the govern- 
ment, ami d signs that man- 
agement at TP SA is begin- 
ning to drag its feet in an 
attempt to delay the process. 
However, Mr Marek Belka, 
the the recently appointed 
finance minister, hn$ said he 
will push for the privatisa- 
tion to take place as soon as 
possible. 

Meanwhile, Mr Andrzej 


Zielinski, the telecoms min- 
ister, appears to want to 
defend TP SA’s monopoly in 
order to maximise the com- 
pany’s value for the sale. 
The attempt comes amid bit- 
ter complaints from opera- 
tors of fixed-line local net- 
works who say that TPSA Is 
using its control of the 
national network to delay 
their development. 

At the same time, mobile 
telephone companies have 
successfully challenged in 
the courts a government 
order that they use TP SA 
lines for their inter-city 
calls. 


Despite the complaints, 
Netia, a company owned by 
a number of foreign inves- 
tors as well as Telia of Swe- 
den, is planning to install 
600,000 land lines by the end 
of the century in a $S0Om 
programme which is partly 
funded by the European 
Bank for Reconstruction and 
Development (EBRD). 

The main action, however, 
is with the two GSM mobile 
operators who have, since 
last aut umn, gained a total 
of about 160,000 subscribers 
in a fierce competition for 
market share. One group is 
Polkomtel which has Tele 


Danemark and Air Touch of 
California among its inves- 
tors; the other is Polska 
Telefonla Cyfrowa (PTC) 
which is led by the listed 
Elektrlm company backed 
by US West and Deutsche 
Telekom. 

The figure compares 
favourably with the 160.000 
subscribers using Centertei, 
a five-year-old NMT network 
run by a joint venture 
between TP SA and France 
Telecom. 

Last year, Ameritech, one 
of the founders of the com- 
pany, withdrew from the 
venture after accusing the 


Polish authorities of failing 
to deliver on a promise to 
give Centertei one of the 
GSM licences. Centertei has 
said it will he applying for a 
new DCS 1800 mobile, tele- 
phone licence under, a forth- 
coming tender. 

Polkomtel potentially has 
the advantage over PTC in 
the bitter GSM race for sub- 
scribers because it includes 
PSE, the Polish power grid 
company among its share- 
holders. PSE is speeding up 
a $70m project to Install tele- 
coms lines along its main 
power lines which can be 
used as a rival network to 


TP SA’s.' Now that the courts 
have said the mobile compa- 
nies do not have to use TP 
SA's inter-city connections, 
Polkomtel wifi, in a matter 
of months. be able to putits 
calls through the PSE net- 
work and lower costs. That, 
in turn wifi force TP SA to . 
lower its price for intercon- 
nection services to PTC- ■ 

In any event the existence 
of both the PSE network and 
similar potential carried by 
FKP, the Polish railways, 
mean that after 1998 TP SA 
wifi face significant competi- 
tion in providing data trans- 
fer services and voice calls. 
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Emerging markets: South America 
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Anew, 
independent: 
regulatory 
authority is 
expected to 
change the way 
die system works 

T he Brazilian govern- 
ment hopes privatisa- 
tion of its' creaking 
telephone network will 
‘attract investments of 
$100bn in the next six years. 
The figure may sound suspi- 
ciously rounded, bat its mag- 
nitude is a fair reflection of 
the enormous changes about 
to take place in the industry. 

Privatisation is due to 
begin on April 7, when the 
communications minis try 
will take bids to operate 10 
"B-band” cellular service 
concessions covering the 
whole of the country. These 
will compete with existing 
“A-band” services offered by 
■ the public sector. 

The A-band services and 
the entir e fixed network will 
be sold later. The govern- 
■ ment - optimistically - says 
the process wiO be complete 
by the end of 1998. 

Change is long overdue. 
With rare exceptions, the 27 


y ; v : • ■- Argentina •^.■fA^ih^Doman . • . 

e is long overdue Reforms provoke protest 


state operators grouped 
■. under Telebrfs, the federal- 
Iy-controlled holding com- 
pany, and Embratel, the 
long-distance and interna- 
tional aerator, have faiipd 
to keep pace with demand 
In SSo Paulo, the biggest city 
■ in South America, the short- 
age is such that conven- 
tional lines change han<fa on 
the black market for as 
much as $5,000. 

If all goes well, supply will 
soon catch up. pyramid 
Research, a division of the 
Economist Intelligence Unit 
which studies telecoms in 
emerging markets, reckons 
the number of cellular and 
fixed subscribers combined 
will more than double from 
17.3m today to 44m by the 
end of 2001. 

At least IS consortia are 
preparing to bid for the 
B-band cellular concessions; 
some ctf the alliances formed 
at this stage are likely to 
hold for later bids for A-band 
concessions and for the fixed 
services. 

Most include at least one 
foreign operator - AT&T, 
BellSouth and GTE of the 
US, Stet of Italy and Korea 
Telecom among them - in 
partnership with local inves- 
tors, construction and media 
groups and the occasional 


local telecoms operator. 

Foreign companies are 
limited to a 49 per cent share 
of any winning consortium 
until mid-1999, when the 
restriction lapses. Local part- 
ners with a strategic interest 

in telecoms can be expected 

to retain their stakes; those 
that are purely investors 
may sell out to their foreign 
partners, allowing them to 
take controL 

The government has yet to 
decide whether the A-band 
concessions wiD be sold sep- 
arately from, their current 
operators, or if the cellular 
and fixed services will be 
sold together. The chosen 
model will be published fol- 
lowing approval of a general 
communications law, sent to 
Congress last December. 

The law paves the way for 
privatisation and lays out 
the responsibilities of a new, 
independent regulatory 
authority, the Agenda Brasi- 
leira de Telecomunicap&es 
(Abtel). It follows approval 
in 1995 of a constitutional 
amendment allowing privati- 
sation to take place. 

The law is likely to be 
passed by the middle of the 
year. Until then, much 
remains unclear. The gov- 
ernment has yet to specify 
how It will regroup the exist- 


ing operating companies, 
although Mr Sdrgio Motta, 
communications minister, 
has said he would like to see 
four new companies, one of 
which would cover Sdo 
Paulo state alone. 

Investors are also keen to 
see the form that Abtel will 
take. “The regulatory body 
will completely change the 
way the system works,” says 
Ms Meredith Persily of Pyra- 
mid Research in SSo Paulo. 
“Bureaucracy will be cut; so 
will political interference. 
Everything will move much 
faster. We can expect more 
emphasis on subscriber 
choice, pricing, things that 
were never a part of Brazil- 
ian telecommunications.” 

Although uncertainties 
remain, recent experience 
suggests the sell-off will be 
strongly contested. Last 
December, the government 
of Rio Grande do Sul said a 
35 per cent stake in CRT, the 
only Brazilian operator con- 
trolled by a state rather than 
the federal government. 

The buyer was a consor- 
tium including Telefonica 
Internacional of Spain, 
which narrowly beat a rival 
consortium grouped around 
Stet. by bidding R$681m; 54A 
per cent more than the mini- 
mum price. 






started with 
a price war 
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The industry has 
been fully private 
since 1988. 
Services have 
expanded rapidly 

F or a few frenzied 
weeks around Christ- 
mas 1994, Chileans 
could phone round the world 
for five cents a minute using 
any of seven different 
1 Tbng-distanbe 'Carriers/ It was 
a price war which marked 
the deregulation of the 
long-distance market, and a 
competitive new era in the 

diflwm tele communic ations 

sector. 

• Although the rates crept 
up again over the following 
months, today they are still 
: 40-50 per cent less than they 
were before the multi-carrier 
system started, and Chilean 
international rates are con- 
sistently cheaper than calls 
'to Chile from anywhere else 
in the -world. Traffic has 
1 increased by more than 40 
’per cent -and there are 
eight, companies offering ser- 
viced 

The companies, and their 
shareholders, recall the 
experience with a shudder 
- their accounts only 
crawled back into the black 
last year. But to the govern- 
ment, the overall impact of 
the multi-carrier model justi- 
fied its strategy of ultra-lib- 
eral regulations to encour- 
age competition in the 
sector. 

"The most relevant role of 
-the game in the Chilean 
industry is the dear differen- 
tiation between the role of 
' the state and the private seo- 
■ tor," says Mr Gregorio San 
' Martin, the junior minister 


responsible for the sector. 

"The state's role is to regu- 
late; ensure there are condi- 
tions for free and fair compe- 
tition; make sure the entry 
barriers are low enough to 
encourage new entrants. The 
private sector’s job is to find 
the technology and the 
money to buy ft, and sell it 
to the customers." 

The industry has been 
fully private since 1988 and 
its services have expanded 
enormously. ■ TKen; : Chile 
averaged only six fines per 
100 inhabitants; one of the 
lowest rates in Latin Amer- 
ica. The waiting fist for a 
phone in Santiago was a cou- 
ple of years -and more in 
the provinces. Telephone 
“brokers" selling second- 
hand lines, sometimes com- 
plete with old debts, were 
the only alternative. 

Today there are 14-15 lines 
per 200 inhabitants, and by 
the end of the decade the 
figure should be up to 22. A 
new line in Santiago takes a 
couple of weeks; two months 
in most other big cities. An 
installation costs $150. 

CTC, formerly the state- 
owned domestic carrier, now 
majority- owned by Telefon- 
ica of Spain, has bad a near- 
monopoly on domestic ser- 
vice with the exception of 
two southern regions of 
Chile. But now it is being 
challeng ed. 

Entel, formerly the state- 
owned long-distance carrier 
now controlled jointly by 
Stet of Italy and a Chilean 
business group, is offering 
domestic service in selected 
areas of Santiago, mainly for 
business users and employ- 
ing conventional technology. 

' But VTEL owned jointly by 
SBC International, a subsid- 



Recent rate 
restructuring 
should mean 
Argentina's 
telecoms twins 
are better placed 
for an open 
market 

T elecommunications 
reform has been under 
way in Argentina for 
more than five years, but at 
no point has H been subject 
to more intense public 
debate than in the past two 
months. 

Thousands of Argentines 
have taken to the streets to 
protest the impact on their 
wallets of the latest prepara- 
tory move for eventual wider 
op enin g of the country’s tele- 
coms marketplace. 

The cause of the public 
outcry has been a long-dis- 
cussed and. most argue, 
long-overdue realignment of 
the long-distance and local 
call charges levied by Argen- 
tina's telephony twins, Tele- 
com and Telefonica. 

Until the government’s 
telecoms regulator 
announced a dramatic rate 
rebalancing In late January, 
Argentina boasted some of 
the world’s cheapest local 
calls and most expensive 
long distJinrw charges. 

The price changes mean 
line rental and local call 
charges will increase by 
about 40 per cent, but dis- 
tance rates win fan by as 
much as 60 per cent That is, 
if the besieged government 
of President Carlos Menem 
bolds the line in face of the 
widespread public and inter- 
nal political protest 
The loudest opposition to 
change comes from lower 
and middle-class phone 
users in and around Buenos 
Aires. With little need to 
either call abroad or to 
phone other Argentine prov- 
inces, they face only the 
downside of the supposedly 
revenue-neutral rate rebal- 
ance. 

Urging the government 
against backtracking are the 
investors who can rightly 
claim to have turned around 
the phone business in Argen- 
tine this decade. Since priva- 
tisation of the country’s tele- 



Telefonica de Arg entina has invested mH&ons in updating and extending the phone network 


corns industry in 1991. Tele- 
com Argentina - led by 
France Telecom and includ- 
ing Italy's Stet as a big 
shareholder - and Telefonica 
de Argentina - operated by 
Spain’s Telefonica Interna- 
tional in partnership with 
the Argentine investment 
unit of Citicorp and others 
-have enjoyed a lucrative 
duopoly of Argentina’s core 
telephony services, while 
investing minions in updat- 
ing and extending the phone 
network. 

That duopoly, which was 
meant to give Telecom and 
Telefonica the scope to focus 
on government-imposed 
basic service improvement 
targets without having prof- 
its ravaged by other entrants 
targeting their most lucra- 
tive services, is due for 
review this year. 

To the chagrin of a vast 
array of international tele- 
coms concerns waiting on 
the sidelines, the duopoly is 
almost certain to be 
extended for another three 
years. 

After considerable to-ing 
and fro-ing last year, the 
government now appears set 


to stick to the letter of its 
pre-privatisation agreements 
with the telephony twins. 

Those agreements prom- 
ised that if the incoming 
investors met a wide range 
of service improvement tar- 
gets - from the number of 
phone lines and the price of 
new connections to the qual- 
ity and reliability of services 
once calls were made - Tele- 
com and Telefonica would 
continue to share a pro- 
tected market until the year 
2000. 

After comfortably surpass- 
ing all these service targets, 
and bringing affordable tele- 
phone services to minio ns of 
Argentines for the first time. 
Telecom and Telefonica 
argue that not only do they 
deserve their reward of pro- 
tected profits, but that the 
Argentine telecoms market 
is still too little-developed 
far fiercer foreign competi- 
tion. 

Mr Juan Carlos Masjoan, 
Telecom's president and 
chief executive, argues that 
Argentina is not ready for 
full deregulation and says 
that despite the gains of the 
past five years, five more 


conditions are necessary: 
more universal service levels 
throughout the country; 
clear interconnection condi- 
tions for a multi-carrier mar- 
ket; a new numbering plan; 
clear legislation protecting 
new entrants from predatory 
action by dominant carriers; 
and. the just-delivered rate- 
balancing to enable existing 
operators to compete with 
new entrants who offer only 
limi ted services. 

"When you look today, 
what has happened over the 
last five years is magic,” Mr 
Masjoan said. “But if you 
want a more competitive 
world, guidelines must be 
transparent." 

Many financial analysts of 
the industry agree. Mr Wil- 
liam Laurent and Mr Ronald 
Aitken. Robert Fleming 
Securities researchers, said 
in a recent report that the 
rate restructure would mean 
Telecom and Telefonica were 
better placed for an open 
market if it were introduced 
after 1999. 

“We have to hope the gov- 
ernment does not take the 
opportunity to introduce 
competition earlier.” 


Telephone "box" In a mining village in the. Atacama desert 
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iary of Southwestern Bell 
Corporation, and the local 
Luksic group, is planning 
the start-up in April of a 
"black box” technology 
which will allow it to use its 
nation-wide TV cable net- 
work to provide basic tele- 
phony to its TV subscribers. 

Chile is one of the few 
countries in the world where 
there are no restrictions on 
cross-ownership of cable and 
telephone companies. 

The venture, in partner- 
ship with Nortel, the Cana- 
dian equipment supplier, 
will be one of the biggest 
deployments yet of Nortel's 
new technology, according 
to Mr Jorge Salvatierra, 
VTR’s general manager. Its 
prime target is the lower 
socio-economic groups who 
are beginning to be able to 
afford a home telephone. 

The other area where 
more competition is being 
introduced is in the mobile 


phone market, where the 
ministry has recently 
granted three concessions to 
operate personal communi- 
cations services (PCS), in 
addition to the existing 
licences for conventional cel- 
lular phones. The conces- 
sions, which were free, were 
awarded to the companies 
offering the widest and fast- 
est national coverage, with 
heavy sanctions for failure 
to comply. 

Wireless telephony is help- 
ing link up isolated rural 
areas, where more than 2m 
people have hitherto had no 
access to telephones. Gov- 
ernment policy has been to 
auction to the lowest bidder 
a 10-year subsidy and a non- 
exclusive concession for a 
designated area. By mid- 
1998. Mr San Martin says, ( 
about 50 per cent of the ' 
uncovered areas will be 1 
linked in, for a cost to the 
government of $3m. , 
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Investors and 
experts have been 
surprised by the 
Results of 
liberalisation 


A few years ago, users of 
Mexico's telecommu- 
nications system bad 
to suffer in silence. Lines 
were poor, «na were over- 
billed and Tel&fonos de 
W&dco CTefinex), the old pri- 
vatised monopoly, was by far 
the country’s most disliked 
company. 

Now a rash of new compa- 
hfes have entered the $4bn 
long-distance calls sector, 
launching massive advertis- 
ing campaigns, while Telmex 
has developed a sudden 
interest in quality of service. 

. Liberalisation - which 
began in earnest on January 
1 - had long been antici- 
, bated. But its results so far 
have surprised investors and 
experts who had feared Tel- 
foex would be deeply hurt by 
the 1 process and who expec- 
ted less aggressive price-cut- 
tfog than has occurred. 

"Many Mexicans have 
decided to stay with the 
oevil .they know: Telmex," 


said Pat Jurczak, an analyst 
at ING-Baring in New York. 
“But a lot of those people do 
not use the phone muck. By 
the end of the year, the new 
competitors could end up 
with 20 to 25 per cent of the 
long-distance market" 

The liberalisation is a 
gradual process, spreading 
across different parts of the 
country throughout the first 
half of the year. But prelimi- 
nary figures have favoured 
Telmex and Alestra, a joint 
venture between AT&T and 
the Mexican conglomerates 
Alfa and Visa-Bancomer. 

In ballots of users, Telmex 
and Alestra have alternated 
as the most preferred car- 
rier, while Telmex has also 
benefited from a low user 
response to the liberalisa- 
tion - which means more 
customers will stay with it 
as a default carrier. 

The third big company, 
Avantel. a joint venture 
between MCI and Banwmex, 
Mexico’s largest bank, has 
seemed to lag b ehin d. And 
four other smaller 
long-distance ventures have 
not yet established a strong 
presence. However, Avantel 
officials argue that they are 
winning the battle for corpo- 


rate clients, whose prefer- 
ences do not appear in the 
declared results. 

The most important conse- 
quence of the competition 
appeared even before the 
contest had properly begun. 
Tehnex’s service is now con- 
siderably better than it was 
just a year ago and even 
intercontinental lines sound 
dear. In addition, the con- 
test is a boost for Mexico's 
media industry; between 
them, the long-distance com- 
panies are expected to spend 
$173m on advertising this 
year. Competitors have also 
provided free gifts, such as 
tickets to the cinema, for 
users who lean their way. 

More significantly, prices 
have fallen by more than 
expected. Including various 
new discount schemes, Tel- 
ia ex’s long-distance tariffs 
have come down by almost a 
third in a few months -al- 
though they had previously 
been raised. Avantel and 
Alestra have also cut their 
rates several times. 

The sector is still very far 
fr om the kind of instability 
that the -Chilean market suf- 
fered on its liberalisation 
three years ago, when prices 
fell by up to 90 per cent. 


However, while a year ago 
telecoms executives were 
adamant that no price war 
would occur, today their 

message has c hang ed. 

“Discounts are going 
deeper than we had imag- 
ined," says Mr Roberto Her- 
nandez, chairman of Avan- 
tel. “But it shows that 
competition is real" 

Such competition has yet 
to appear in the local calls 
sector, despite the keen 
interest of companies such 
as Alestra, lusacell, a wire- 
less company now run by 
Bell Atlantic, and Amaritel, 
a joint venture between a 
Mexican radio company and 
several US telecoms compa- 
nies. 

Although Telmex raised 
local rates by almost a third 
at the beginning of the year, 
the sector is still barely prof- 
itable and more increases 
Wifi be necessary for compe- 
tition to begin. 

In addition, the govern- 
ment will have to grant 
pending applications for i 
local licenses and begin auc- 
tioning off parts of the radio- 
electric spectrum needed for 
local fixed wireless services I 
-something it promises for I 
later this year. i 
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The new IT Recruitmeni Section every Wednesday 
in the FT. And all week on www.FT.com 


If you’re looking to 
move from your 
present job, or 
looking to recruit 
new people, the FT 
Is IT every 
Wednesday. For 
more information 
call Courtney 
Anderson on 
0171 873 4153 


no comment. 









X 









FINANCIAL TIMES WEDNESDAY MARCH 19 1997 


IX 


!? ^!® D®wk France Telecom! • By David Owen in Paris 


»g 


arena 


*1 -** 

A 



''**# •- 

- 

. * f 

■ T r f- .* 

n 

..ns. • 






£ « * 


a^ 1 


VlVH 
. * > ii •* 


No room for hiccups as sell-off date draws nearer 


The float will 
enable the 
government to get 
its privatisation 
drive back on ■ 
course alter 
several 
high-profile 
setbacks 


A fter Germany .and 
Spain, which have 
staged Important sales 
in recent months, it will 
soon be -France's turn to 
experience the razzmatazz of 
a big telecoms share issue. . 

Barring the unexpected, it 
now looks as if investors wOl 
get their chance to buy 
shares in France Telecom, 
the state-owned telecoms 
operator, in less than three 


months’ time. In the first 
confirmation by a mmig+or 
of the planned timetab le for 
the sale, Mr Francois Fillon. 
telecoms minister, recently 
Indicated that individuals 
and institutional investors 
would be able to place orders 
from early May, when a 
range of prices for the shares 
would be published. 

He said the exact price for 
what is expected to be the 
country's largest privatisa- 
tion would be fixed “in the 
final days of May". Such a 
scenario should enable the 
shares to start trading by 
early June. 

The country’s hard- 
pressed centre-right govern- 
ment has a great deal riding 
on the success of the opera- 
tion. which should see a first 
tranche of at least 20 per 
cent of the company's shares 
transferred to private han ds. 


First and foremost, the 
sale is expected to provide 
the vast bulk of expected pri- 
vatisation receipts for 1997 of 
FFr27bn. The finance minis- 
try is aiming to raise 
FFr25bn from the shares. 

Second, it should give the 

government an opportunity 

to get Its privatisation drive 
back on course after a num- 
ber of high-profile setbacks, 
notably last year's suspen- 
sion of the planned sale of 
the Thomson electronics 
group. Put bluntly, ministers 
can ill afford another hiccup. 

Finally, the move promises 
to set an intriguing prece- 
dent in that, for the first 
time, one of the country’s 
powerful public service 
giants is to be partly priva- 
tised. This remains a matter 
of extreme political sensitiv- 
ity in France, so much so 
that the government has 


promised to retain a 51 per 
cent holding in the group, 
with a maximum of a further 
10 per cent reserved for 
employees. 

Although it is highly 
unlikely that ministers 
would attempt further sales 
of shares in big public ser- 
vice companies - with the 
possible exception of Air 
France - ahead of the next 
parliamentary election due 
In March 1998, a successful 
operation might encourage 
them to do so shortly there- 
after, if they remain in 
power. 

The opposition Socialist 
party, for its part, has 
suggested it may seek to re- 
nationalise the company if it 
wins the elections, although 
many are sceptical that it 
would actually try to do this. 
More likely is that the sale 
of a second tranche of the 


company's shares would not 
go ahead. 

Conditions certainly look 
favourable for the float at 
the moment The Paris stock 
market has been buoyant in 
recent months, helped by the 
swirl of takeover rumours 
and the quickening pace of 
French corporate restructur- 
ing. The company itself 
appears to be generally well 
run and to have a hugely 
positive Image with its cus- 
tomers - now potential 
investors. 

If there are doubts, they 
chiefly stem from the poor 
performance of some French 
privatisation stocks since 
they came to market. 
Although the recent bull 
market has brought about 
some improvement on this 
score, it would be surprising 
if this did not put off some 
prospective investors in 


France Telecom shares. 

Another important uncer- 
tainty - which should, how- 
ever. be resolved before the 
shares go on sale - is the 
level of fees France Telecom 
wifi charge for connecting 
competitors' fragmented net- 
works into its national net- 
work. 

With the French telecoms 
market due to be liberalised, 
in common with other Euro- 
pean markets, from January 
l 1998, these so-called inter- 
connection charges are set to 
be an increasingly important 
source of Income for France 
Telecom in years to come. 

A report published last 
June by BZW, the invest- 
ment arm of Barclays Rank , 
estimated the company's 
interconnection revenues 
would rocket from FFrSllm 
in 1996 to FFr4.6bn in 2000. 

The level of the charges 


will also affect the speed of 
development of competition 
and therefore the valuation 
of the company, which Is 
currently put at between 
FFrlOObn and FFi200bn. 

The strong likelihood is 
that the charges will be 
pitched somewhere between 
France Telecom's initial pro- 
posals, dating from last July, 
and proposals made by the 
Association Franpaise des 
Operateurs Prives en Tele- 
communications (Afopt), a 
body bringing together 
Bouygues Telecom and Cegc- 
tel. Generate des Faux’s tele- 
coms subsidiary. 

France Telecom's initial 
suggestion was for a charge 
of 16 centimes a minute for 
calls within "local operator 
zones”, with an average of 
about 220,000 subscribers; 18 
centimes for calls within one 
of metropolitan France's 18 


“transit operator zones"; and 
26 centimes for calls across 
transit operator zones. 

Afopt’s proposals were 
much lower, suggesting 
charges of between 7 and 9 
centimes a minute for calls 
within local operator zones; 
between 12 and 14 centimes 
for transit operator zones; 
and between 19 and 24 cen- 
times fnr rails outside a sin- 
gle transit operator zone. 

Art, France’s new tele- 
coms regulator, is expected 
to approve the actual rates 
that will apply before France 
Telecom shares go on sale. 

Meanwhile, today is the 
next key date in the privati- 
sation process: France Tele- 
com is due to puhlish its last 
financial results as a fully 
publicly-owned entity. In 
1995. the company made net 
profits of FFr9 -2bn on sales 
of FFrl47.8bn. 
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Clouds gather on the horizon international 


ATM’s higher 
capacity may 
lure away some 
of ISDN’s 
potential market 

I SDN (Integrated Services 
Digital Network) has 
spread widely, boosted 
by the Internet, but its 
future is clouded by the chal- 
lenge of Asynchronous 
Transfer Mode (ATM). 

hi the short term, ISDN 
should continue to gain 
ground because it is gener- 
ally seen as an Ideal method 
of voice and data communi- 
cation. for many purposes, 
including fast and reliable 
access to the Internet But in 
the longer term, some of its 
potential market among 
large corporations is likely 
tobe lost to ATM, which can 
offer higher capacity and 
mare flexible bandwidth. 

“ISDN is not the only 
game in town any more," 
says Mr John Woods, an 
independent consultant who 
wrote a recent report on 
ISDN for Frost & Sullivan. 
"There is no doubt that ATM 
will limit its growth at the 
top end of the market in a 
few years." 

ISDN has been strongly 
backed by the European 
Union, but member states 
have responded very differ- 
ently to the EU*s exhorta- 
tions. In the UK, the main 
operators -BT and Mercury 
rnmmunifa tinns — have lim- 
ited the appeal of ISDN by 
applying connection charges 
which are much higher than 
those in Germany, where 
ISDN is very widespread 
even though usage charges 
are higher there. 

Deutsche Telekom took 
the view that as a state 
monopoly it had a duty to 
build the national infrastruc- 
ture and decided that ISDN 
was to be a principal part of 
that infrastructure. It real- 
ised that Germany’s huge 
data communications busi- 


ness. widely dispersed across 
the territory, would greatly 
benefit from digital commu- 
nications. 

In Britain, by contrast. BT 
took the view that in a com- 
petitive market it had to act 
in its own interest and it 
could not afford to promote 
ISDN, in the same way. It 
decided that installing ISDN 
was very expensive and it 
was not willing to subsidise 
the installation cost in order 
to stimulate a market which 
competitors might try to 
share. 

. BT has been worried by 
the prospect of “cannibalisa- 
tion" of its existing busi- 
nesses and the prospect of 
revenues being reduced by 
the twin pressures of new 
competition and the regula- 
tor, OfteL 

ISDN conflicts with many 
of BTs other business inter- 
ests and income streams. For 
example, revenue from extra 
lines could fall because more 
lines do not need to be 
installed to the home and 
revenue from usage charges 
could fall because lines are 
used for shorter periods. 

Attitudes to ISDN are thus 
very coloured by national 
cultures and regulatory 
regimes. Most of the other 
European countries have 
adopted positions between 
that of the UK and Germany, 
while the US has such cheap 
leased lines and such a 
mature infrastructure that 
ISDN has never caught on 
there. 

There is clearly a huge 
pent-up demand for ISDN 
across Europe, especially 
since the Internet started to 
become popular. But ISDN 
has missed out on that 
opportunity to some extent, 
says Mr Woods, because of 
lack of enthusiasm by some 
operators and their slowness 
to move from national stan- 
dards to the Euro-ISDN stan- 
dard. 

The rapid growth in popu- 
larity of the Internet has cre- 
ated more demand for ISDN 




fU bie*' 


2 Ose-v 


I' A"-’.'** . '..Siu- ■ 










v*V 


k 













Evans Patty Associates, a ratai marketing and design agency based m Chester, England, employs ISON on a worldwide basis to deal 
with efients such as Reebok. based in Boston, US. 'ISDN has revolutionised our business,’ says chairman Nigel Petty. ‘Our major use of 
the ISDN tine Is to han s fa r images to and from our clients. We can also communicate essay with repro houses and printers’ 


than perhaps some of the 
operators would like or can 
cope with, suggests Mr Peter 
Aknai, a senior consultant 
with the Cambridge-based 
telecommunications consul- 
tancy Analysys. 

Installing ISDN is not a 
straightforward Job for the 
operators because it involves 
new cards being plugged in 
at telephone exchanges, 
which is time-consuming 
and expensive, he notes. 

ATM, even though it has 
emerged more slowly than 
expected, is likely to be an 
increasingly significant fac- 
tor in determining the rate 
at which ISDN spreads. At 
present. ISDN and ATM are 
mainly complementary, 
rather than competitive, but 
this could well change. 


according to Mr Aknai 

ATM is not expected to 
affect the Basic Rate ISDN 
services which operators 
provide to small and medi- 
um-sized enterprises and the 
Soho (small office, home 
office) sector. Basic Rate 
ISDN will probably continue 
to support functions such as 
Internet access, videoconfer- 
encing and local area net- 
work access. But in a couple 
of years. ATM could start to 
draw revenue away from Pri- 
mary Rate ISDN, which at 
present supports corporate 
communications. 

In the UK. ISDN is mainly 
used by larger organisations 
- 70 per cent of them have it, 
against only 35 per cent of 
smaller ones, according to a 
survey by Black Box Cata- 


logue, a network products 
distributor. 

Installing Primary Rate 
ISDN is relatively costly 
because, unlike Basic Rate, 
it requires fibre optics 
instead of copper cable. 
Some large companies are 
starting to build ATM net- 
works which could be 
extended from the backbone 
into the office and displace 
Primary Rate ISDN, but for 
the present ISDN continues 
to prosper and is penetrating 
businesses in which it previ- 
ously only bad limited use. 

For example. Newsure, a 
telephone insurance broker 
based in Richmond, York- 
shire, recently installed an 
ISDN system from Mercury 
when it moved into new 
premises. Mr David Coates, 


its marketing manager, 
believes ISDN will be the 
standard method of commu- 
nication between insurers 
and brokers in a few years. 

“We decided to install It, 
even though we could not 
use it to communicate with 
insurance companies at pres- 
ent, because we could see 
that was the way the market 
was going," he’ says. He 
thinks ISDN wifi enable his 
company to have an “open 
dialogue" with the insurers, 
sending customers’ details 
and receiving information on 
policies and rates. 

“With the high volumes of 
data that will be involved, 
and the speed of transmis- 
sion we will want, ISDN is 
the obvious way of doing it," 
he says. 


vW. Switches • By Mchae) Dempsey 


Customers queue up to spend $lm 


The real challenge for the 
dedicated large switch 
builders is to keep at bay 
the mainstream IT 
manufacturers 

I n the world of digital communications, 
the computer is king. It may not be 
referred to by its proper name, but the 
processor that sits on every corporate desk 
is also present at the hub of large telecoms 
networks, growing in size to reflect the tasks 
expected of It. 

Canada's Nortel, a Sl0.6bn company, 
claims to have invented the digital telecoms 
switch. Nortel manufactures small, local 
switchboards, but the high end of the mar- 
ket, represented by its Digital Multiple 
Switch or DMS, is a lucrative growth area. 

Mr David Ball, Nortel’s president for pub- 
lic carrier networks in Europe, reels off blue 
chip customers for his large switches; BT. 
France Telecom and Deutsche Telekom have 
all signed up. 

A DMS switch to cope with the demands of 
50.000 lines will set you back about Sira, and 
according to Mr Ball there is no shortage of 
customers. “North America and Europe have 
seen enormous investment in the last 10 
years,” he.says. The UK has more or less 
competed its digitalisation of exchanges, 
with some 26m lines attached. Deutsche 
Telekom accounts for 80m lines. But devel- 
oping -markets have a huge appetite for tele- 
coms technology. 

“In China, Nortel has seven joint ventures 
and between them they've put in 20m lines 
in the last year. That’s equivalent to the 
entire Canadian telecoms network in one 
yean" Mr Ball sums -up the opportunity. 
“Developing markets don’t want yesterday’s 
technology." Technology refuses to stand 
still, and companies such as Nortel see sus- 
tained growth in sales after, relatively under- 
developed markets make the transition to 
digital switches. 

The switch makers and their software 
partners are constan tly adding intelligence 




Ba& ‘Developing markets have a huge appetite' Afttec thinks compact IN switches are on the way 


to the programs resident on switches, allow- 
ing the processor at the hub of the network 
to react to varying demands and support 
more sophisticated services. And the com- 
munications protocol that was designed to 
handle the much-vaunted multimedia revo- 
lution, Asynchronous Transfer Mode (ATM), 
will d emand further processing back-up. 

ATM offers the facility of packaging voice, 
video transmissions and computer data 
to get her and blasting them down the line. 
Nortel is currently developing its very larg- 
est switches to exploit demand for ATM ser- 
vices. And the emergence of new operators 
and fresh alliances is helping to consolidate 
an already impressive business. 

Not content with selling $500m worth of 
switches to BT in 1995, Nortel also built the 
entire switching network for new telecoms 
group Energis. 

Schema, a £I.4m UK-based telecoms con- 
sultancy. has analysed the way in which 
lar^e switch makers have adapted to chang- 
ing markets. Schema partner Mr David 
Brown estimates that the sale of two DMS 
100 switches plus associated services was 
worth “several millions of dollars." 


Because Energis was a new operator, it 
needed services from the switch maker that 
more established names would provided for 
themselves. “Nortel are getting into a prod- 
uct management role, handling things like 
service d efini tion," says Mr Bowel 

Maintaining a specialist role is a good 
idea, because other operators are getting in 
on the act Fujitsu of Japan is the second- 
largest computer maker in the world. It is 
investing heavily in Internet-related prod- 
ucts, with very advanced switches tuned to 
ATM, the Internet and fibre-optic links on 
trial with public administration in North 
Carolina. 

Mr Alan Wilson, multimedia manager for 
Fujitsu Telecom Europe, believes that popu- 
lar demand for the Internet is a potent force- 
“The point about ATM is that it allows our 
switches to move between a wide variety of 
applications concurrently. It’s a very puta- 
tive market; it's all being developed, but it Is 
being driven from the smaller end up." 

The Intelligent Network ON) bandwagon is 
another engine driving the large switch busi- 
ness. UK systems house Logica turns over 
r?sffl a year in telecoms and regards this as 


one of its fastest -growing sectors. 

Logica’s IN software is sold on to network 
operators such as Cellnet or Telecom Fin- 
land. The software resides at a service con- 
trol point, one location on the network that 
controls the other switches. A dedicated pro- 
cessor is bolted on to the network to bold 
the IN software and sit in judgment over 
these switches. ' 

But without a common defined standard, 
each operator needs software tailored to his 
domestic or commensal market. This means 
Logica is selling one-off products rather than 
pre-packaged boxed applications. For Fin- 
land. it delivered services such as premium 
numbers and charge cards. 

Mr James Aitken, a Logica principal con- 
sultant, says his product sits very high up. 
and rather far back, in the switching hierar- 
chy. “IN software is only complex because of 
the interaction with switches. In Finland our 
programs run on Tandem computer proces- 
sors that have high-speed links to large 
Nokia switches." 

The involvement of Tandem, with its 
niche offering of computers specifically 
designed for reliability and tolerance of 
power allures, indicates how third parties 
are moving in on the switching arena from 
the mains tream of IT. 

The cost of installin g these capabilities is 
significant, but it has been higher. With 
experience, Logica is finding ways to reduce 
its bills. The Finnish contract cost about 
egm. but until recently those same customer 
facilities would have forced Telecom Finland 
to part with about £5 ul 

Speaking of the “IN revolution," Mr Ait- 
ken thinks that compact switches bearing 
the benefits of IN technology are on the way. 
But with the Finnish system handling 120 
transactions between IN facilities and the 
primary switch every second, there is dearly 
no threat to switches with huge processing 
power and price tags to match. 

The real challenge for the dedicated large 
switch builders is to keep the mainstream IT 
manufacturers at bay. Given the near-identi- 
cal technologies of these two camps, that 
may be an impossible task. 


roaming 
gets easier 


“Dual band" mobile 
phones, capable of operat- 
ing on two or more sepa- 
rate frequencies, are mak- 
ing communications on the 
move simpler for interna- 
tional travellers. 

Motorola, the US manu- 
facturer. is introducing 
handsets which will oper- 
ate on both GSM, the de 
facto world standard, and 
PCS networks, offering the 
possibility of easy roaming 
throughout Europe. 

Dan call, the Amstrad 
subsidiary, is combining 
GSM and PCS 1900. the US 
variant on PCS. making 
possible for the first time 
roaming in North America 
as well as GSM areas. 

NTT has introduced a 
further variation which 
combines GSM with the 
Personal Handyphone Sys- 
tem, a low-cost mobile tech- 
nology, limited at present 
to Japan and parts of Asia. 
NTT sees the phone as a 
way of promoting PHS out- 
side Japan. 

Internet link for 
small businesses 

UUNet pipes, the UK- 
based Internet service pro- 
vider, is launching a new 
product designed to reduce 
the cost of establishing an 
Internet connection for 
small and medium-sizeden- 
terprises. 

Called PIPeXchange. and 
developed in conjunction 
with the networking com- 
panies Novell and Cisco, 
the software gives cheap 
and secure Internet access 
yet acts like a firewall, iso- 
lating a company’s internal 
network from tbe public 
Internet. Intruders cannot 
“surf* into individual desk- 
top workstations or com- 
pany servers. 

Automatic fax 
management 

A system which logs, 
stores and indexes an 
organisation’s fax output 
automatically has been 
launched by an innovative 
Israeli company. 

Nice Systems says it has 
developed tbe first fax man- 
agement system capable of 
handling Inco ming and out- 
going fax traffic, while pro- 
viding a central database 
for logging, querying, 
archiving and retrieving 
individual faxes as elec- 
tronic documents. Manual 
filing is eliminated and sen- 
sitive documents are kept 
from prying eyes. 

Nice claims that costs 
savings can be up to 60 per 

Cent over manual methods. 


Conferences at 
your fingertips 

Advanced Systems Archi- ! 
lectures, based in Alton. 
Hampshire, lias developed 
a system enabling custom- 
ers to organise audio con- 
ferences over their existing 
telephone systems. The 
equipment is expensive and 
therefore limited to large 
companies - the UK Inde- 
pendent Television Associa- 
tion (TTV) has installed a 
£200,000 system - but ren- j 
ders an organisation free of 
expensive audio conferenc- 
ing bureaux. ITV installed 
its system in part as an 
emergency measure: if a 
tranmission failure occurs, 
any one of its regional cen- 
tres can set up a conference 
call to all the other centres 
at the press of a button. I 



Researchers at Lucent 
Technologies' Ben Labs have 
achieved the transmission of 
206 channels of information 
simultaneously over a single 
optical fibre using wavelength 
division imdtiplexing and a 
laser capable of generating 
serial Bght pulses each lasting 
only 100 miHIont of a bilionth 
of a second 


Car phone with 
a satellite link 

Cellway. part of France 
Telecom's mobile services 
group, has extended the 
concept of tbe mobile 
phone as an emergency 
device by combining it with 
global positioning technol- 
ogy. It has developed a car 
phone with a receiver capa- 
ble of receiving signals 
from a global positioning 
satellite and equipped it i 
with three special buttons | 
- one to call for medical . 
assistance, another for 
breakdown services and a | 
third to call the police. 

A driver in trouble sim- j 
ply presses the appropriate 
button and Cellway's 
operations centre des- 
patches help. If the driver 
cannot respond, the emer- 
gency services can local the 
vehicle through global posi- 
tioning with an accuracy of 
20 metres. The phone Is 
expected to cost about £765 
and the service about £100 
a year. 



Scarborough waves A national flood alert system - capable of 
warning of the onset of severe weather condffions - has been 
developed by Kingston Communications, Britain's only 
rmaiicipol browned telecoms operator. Commissioned by the 
Envir onm ent Agency, which fe now responstote for pub Re flood 
warnings, the E7S0JI00 system is connected to a network of 
weather sensors around more than 38JXMkm of flood defences 
in England and Wafas. When flooding is Rely, the agency 
triggers the dart which Issues pre-recorded warnings to people 
dfrectiy at risk as weB as wardens, poSee and local authorities. 
Housahokfers acknowledge the wamfag by pressing a number 
on their keypad, alerting agency staff to people stB at risk. 
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Joint global co-ordinator for tbo 
USD426 million IPO 
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Senior co-leod manager, in the 
International franche of Lucent's 
USD3 billion IPO 
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food agent for GBP60 mttfion pri- 
vate placement and co-manager 
of tonka's USD 150 million high 
yield Issue. 



InteriHrtiOnal co-lead manager of 
the USD38S million global offer- 
ing for Korea Mobile Telecom 
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OHead manager of tbe N LG 1.3 
bHUon bond Issue due 2006 
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THINK TANK . 

Impact of 
the Internet 


NEWS IN BRIEF 

Lucent 

signs 

$100m 

contract 

Lucent Technologies and 
New T&T, one of Hong 
Kong’s fixed-Bne telecoms 
providers, have entered 
lnm a five-year contract 
worth' mare than $100m. 

Lucent Technologies, 
formerly part of AT&T, 
will supply New T&T with 
a variety of hardware and 
software for its network, 
including multiplexors 
and access systems. New 
T&T will offer advanced 
telephony, data and ISDN 
services to its customers 
and begin installing 
digital access systems 
throughout the territory 
later this year. 

Primus switch 

US-based Primus 
T elecommunicati ons, a 
two-year-old 
Nasdaq-quoted $20Qm 
telecoms service provider, 
has installed a UK switch. 
Its UK. operations are 
based in Westminster, 
London; and act as the 
European hub of the 
Primus global network. 

Orange roamer 

A new. Orange dual-band 
phone that can work with 
more than one network is 
due out this spring. The 
mr60L, made by Motorola, 
can roam between 
Qg Mr iflfl n (also known as 
DCS1800) and GSM300 
digital networks. Global 
System for Mobile 1800 is 
the standard used by 
Orange; GSM900 is the 
GSM standard used by 
CeOnet and Vodafone, 
winch is also more 
prevalent in continental 
Europe. By the end of the 
year, "Grange says its 
customers will be able£o 
make and receive calls in 
more than 50 countries. 

Voice dialling 

Nortel (Northern 
Telecom) was due to 
launch a new GSM i 

handset with ! 

personal-voice dialling 
and built-in hands-free 
operation at the CeBit "97 
trade fair. In voice-dialling ! 
mode, all the user will 
have to do is speak the 
name tagged to any one of : 
their directory entiles. 

The hand&free facility 
works like a loudspeaker 
(tome when required, j 
enabling colleagues to , 
participate in the I 

conversation, or reference j 
materials to be examined j 
while speaking. j 

Ericsson deal 

Swedish telecoms 
equipment company 
Ericsson h a s signed an 
agreement with US-based 
Bay Networks that will 
allow it to sell Bay 
Networks’ full range of 
data co mmuni cations 
products. The agreement 
sets the framework for 
possible co-operation 
between the two 
companies on the 
development of new 
broad- band network 
products and solutions for 
Integrated voice, data, 
Internet access and video. 

Breakdown aid 

The AA, Britain’s largest 
motoring organisation, is 
Piloting the RAM Mobile 
Data Network and Turbo 
Dispatch software from 
Motor Trade Software for 
mobile Job dispatch to a 
selection of garages across 
London. Between 5 per 
cent and 20 per cent of 
4-8m breakdown calls 
received by the AA each 
year are handled by 900 
independent garages 
throughout the UK. The 
garages supplement the 
AA’s patrol fleet during 
Peaks in demand. 

Directory update 

Cambridge-based 
Analysys Publications has 
brought out a new version 
oF its directory - The 
World Telecoms 
Marketplace - that is also 
available on the Internet’s 
World Wide Web and in a 
CD-Horn version. More 
than 2500 telecoms 
organisations in 155 
countries are included 
with 8,000 named 
contacts. The online and 
CD-Rom versions cost 
£750 a year including 
updates -£2^00 for a 
ve *rioo with a date-export 
facility. Tlie paper version 
costs £325. 


The growth of the 
Internet is not 
all bad news for 
the telcos. There 
may even be 
some tangible 
benefits, says one 
industry chief 

D oes the Internet 
threaten the 
telecoms industry? 
asks Mr Andrew Grove, 
president and chief 
executive officer of Intel, in 
hiB book OrUy the Paranoid . 
Survive . 

He says: “The data traffic 
on the Internet represents a 
more cost-effective, 
commodity -like method of 
connection than a 
traditional telephone caXL" 
He expects users to convert 
growing amounts of 
information previously sent 
by conventional telephony 
into data. “It is a little bit 
like the way sending a fax 
compares to reading a 
document over the 
telephone,” says Mr Grove. 
“It is more cost-efficient 
because you can send a lot 
more information in a 
shorter period of time. All 
this suggests the potential to 
decrease telephone 
companies' revenues." 

However, the Net also 
gives long-distance telecoms 
operators (telcos) the 
opportunity to gain more use 
from their investment in 


BACK CHAT 


Mike Grabiner, 
chief executive of 
Energis, talks to 
Joia Shiliingford 
via the Energis 
network 

M ike Grabiner found 
his way into the 
telecoms industry 
by accident. On the 
university mflk round - in 
which industry recruiters 
conduct a round of formal 
on-campus interviews with 
final year students at 30 or 
40 universities - he was 
short-listed for the Coal 
Board and for the Pest 
Office. 

Given the fate of coal 
mining, he is rather glad he 
ended up at the Post Office. 

When the Post Office split 
into two companies, Mr 
Grabiner stayed on at BT, 
clocking up a total of 22 
years at the Post Office and 
BT. His posts while at BT 
included finance and 
marketing and he also found 
time to go to business 
school. 

Latterly, he worked 
closely with Sir Iain 
Vallance (now ST’S 
chairman) and in 1990 - as 
director, quality and 

or ganisa tion - Mr Grabiner 

managed the Sovereign 
project to restructure BT. 

In his last two years at BT, 
Mr Grabiner was involved, 
as director BT Eur ope, i n 
setting up joint ventures in 
continental Europe that 
would compete a g a in st 
established operators. 

“This gave me a taste far a 
David against Goliath 
operation.” he says. 

“From there, I was 

attracted to working at 

Energis because unlike 

many of the joint ventures I 
had been dealing with, it 
already bad an extensive 
network based around the 
National Grid. It was too big 
an opportunity- to turn 
down." 


infrastructure. This puts 
them in a dilemma, 
according to Mr Grove. “Do 
the? embrace the Internet or 
do they hide from it?” 

He concludes; “In the near 
term, growth of the use of 
the Internet may appear to 
be more of a threat But in 
the long term, data rich in 
pictures, voice and video 
promise an even larger use 
of the Internet and therefore 
new business opportunities" 

His balance sheet of the 
industry looks like this: 

• Positives: Telcos get extra 
data communications 
business; they use 
investment made in 
infrastructure; pictures, 
voice and video mean lots of 
data (more traffic). 

• Negatives: Conventional 
telephony can be replaced by 
data communications (it 
takes less tr affic ); 
telecommunications could 
become an anonymous 
commodity. 

His book examines a 
number of crisis points - or 
“strategic inflection paints” 

- affecting different 
industries, and how to 
overcome them. For 
example, be chronicles the 
impact of increased 
competition on AT&T after 
it was broken up. but points 
out that “AT&T and the Bell 
companies' combined 
valuation is over four times 
what it was 10 years before.” 
Only the Paranoid Survive is 
published by Doubleday fitr 
$27.50 


Mr Grabiner says the best 
part of his job is the external 
contact with customers and 
other bumnesses: “As chief 
executive. I like being able 
to make a difference in a 
fast-moving market, 
responding quickly to 
change.” 

The latest change has been 
to offer international 
services. Energis has a 
national broadband network, 
but in December it was 
awarded an international 
facilities licence. 

He says that the biggest 
steps Energis has taken 
recently were to put in an 
international switch, take a 
stake in a submarine cable 
business and get involved in 
some international joint 
ventures. 

“This has enabled us to 
reduce the cost base for 
delivering international 
services and extend the 
reach of our enhanced 
services, like virtual private 
networks, overseas. 

“Our WorldUnk package 
offers a reduction of up to 42 
per ce n t on the top five 
international routes - to the 
US, Holland. France, 
Germany and Ireland 
• which represent over half 
of international telecoms 
traffic out of the UK. We're 
also a minimum of 10 per 
cent below BTs best 
discounted rates on 200 other 
routes." 

Nevertheless, Mr Grabiner 
does not think competing on 
price is as important as 
helping customers to 

restruc tu re themselves 
around the technical 
capabilities which telecoms 
can now offer. For example, 
.banks with fewer branches 
will need better 
communications. 

Outride work, Mr Grabiner 
admits to having very little 
time, but he spends a lot of 
that with his family- He 
swims, plays chess and is 
keen on football - both . 
playing it and supporting 
Tottenham Hotspur, 


SMALLTALK 

When 
it’s not 
good 
to talk 

Cable & Wireless chief 
executive officer Dick 
Brown - a man not known 
for handling staff with ldd 
gloves - has just introduced 
an ethics policy. Staff who 
have signed the form saying 
they have read the policy 
now know that it is 
unethical to talk to 
journalists without a 
member of the public 
relations team being present 

So emotional 

Collect 1-800 (reverse charge) 
raiig are big business in thp* 
US- It is all about exploiting 
emotional dependency, says 
MCI It is mainly a question 
of reaching relationships 
where there is sufficient 
emotional dependency for 
one person to pay for the 
other's call The. service Is 
completely automated. You 
just tap in the n umb er you 
want to call, say who you 
are, and an automated voice 
asks the called person to 
“Press One” if they are 
w illing to pay for your call. 

No joke 

Beware premium-rate fax 
services offering jokes. Icstis 
(the Independent Committee 
for the Supervision of 
Standards of Telephone 
Information Services) bas 
just fined one “angry man” 
joke company £2,000 and put 
a number of other joke lines 
under investigation. The 
company did not make clear 
that its hostile fax-back was 
a joke, or that it cost £1 a 
minute. 

One-stop billing 

MCI surveye d US users to 
find out if they felt more 
stressed than they used to. 
Not surprisingly, they said 
Yes. The company is using 
this information to sell 
services that make people's 
lives easier - such as 
combined bills that let them 
pay for phone, paging, 
mobiles and Internet 
services all in one go. 


AGENDA 

Dates 

for 

your 

diary 

This week: Oftel is due to 
publish its annual report for 
1996 and also its global 
issues (BT/MCI etc) 
consultative document 
March 24: Oftel due to 
publish this week its Cuffs to 
Mobiles consultative 
document 

March 1997: Which? report 
on telephone pricing due to 
be published. 

April 1: Oftel launches new 
home page on the Internet 
(independent of the CCTA). 
During April, Oftel is 
scheduled to produce its 
statement on directory 
infonxiatiozL 
March. 19-20: SDH 
(Synchronous Digital 
Hierarchy), sixth annual 
symposium (London). 

March 20-21: Mobile Internet 
*97 Conference, IBC UK 
Conferences, (London). 
Market forecasting in the 
Telecoms Industry 
Conference (London). 

March 20-28: Conference on 
Advanced Communications 
and Competition in Asia- 
Pacific (Bali, Indonesia). 
April 8-9 Cost allocation, 

AIC, Singapore. 

April 9: Italian Telecom 
Summit ’97 Conference. 

April 14-15; Enter the New 
Telco, Yankee Group Europe 
(Monte Carlo). Bisk 
Manag ement, Internet, St 
Catherine's College (Oxford). 
April 15-17: Wireless Local 
Loop Conference (Budapest, 
Hungary). 

April 16-17: liberalisation of 
telecoms (Madrid). 

April 17-18: UK & 
International 
Interconnection, SMI 
(London). 

April 21-23: Cable and 
Satellite '97 Awards 
(London). 

April 21-25: Asia-Pacific 
Billing '¥1 Conference 
(Singapore). 

April 22: VLV Spring 
Conference (London). 

April 22-24: Interconnection 
Asia *97 (Singapore). 

April 28-29: Developing and 
Manag in g Effective Brands 
in Telecoms (Radlsson 
SAS Portman Hotel, 

London). 

April SO: Telecoms Brands 
(Cafe Internet, London). 



Mke Grabkwn 'It was too big an opportunity to turn down' 

A chance to 
tackle Goliath 



Cable modems have proved so popular in US trials that users did not want to give them back ptctum MohnA 


TELECOMS FUTURES 

Cable modems on trial 


In Nice, users can 
already log on to 
the Net, do home 
banking, peruse a 
CD-Rom library 
or check out TV 
traffic cameras 

T he number of cable 
modem users will rise 
from about 400,000 at 
the end of this year to more 
than 19m worldwide by the 
year 2005. according to 
Ovum, the UK-based IT 
market research 
consultancy. 

The modems, which allow 
high-speed access to the 
Internet over cable TV 
networks, have proved so 
popular in US trials that 
users did not want to give 
them back. But cable 
modems are not yet 
available commercially in 
the UK, and are barely 
available in Europe. 

This could be about to 
change. US company 
Motorola is carrying out 


cable modem trials in 
Manchester with Nynex, in 
Nice with Compagnie 
Generate des Eaux. and in 
Le Mans with Ly oaaaise des 
Eaux. Telewest's Basildon 
trial - also using Motorola 
modems - could go 
commercial in the second 
half of this year. And there 
is a large cable modem trial 
in Norway. 

According to Motorola, the 
200-user TeteRi viera trial in 
Nice, is the most extensive 
in Europe. Users can log on 
to the Net. do home hankin g, 
peruse a library of CD- Roms 
or check out TV traffic 
cameras over Nice before 
going on a journey. 

Cable modems can operate 
at up to 10 megabits a 
second, like the office local 
area network (Lan). 

TeleRiviera user Mr Alain 
Siboni says: “The speed is 
remarkable. Images can be 
downloaded almost 
instantly; sound is a little 
slower. In the US. people are 
used to free local calls: here 
it’s a revolution." 


Mr Siboni. a French-to- 
English translator of 
computer manuals, forestry 
and botany books, uses 
TeleRi viera to access online 
dictionaries on the hue met. 

He also exchanges views 
and enriches his vocabulary 
through news groups 
frequented by other 
translators, and through 
electronic mail. 

For pleasure, he looks at 
online publications such as 
HotWired and image banks 



Cable modem users no 
longer have to wrestle with the 
information superhighway 


on specialist subjects such 
as space, aircraft and 
botany. He has not really 
looked at the traffic cameras 
above Nice for travelling, 
but shows them to friends 
lor fun when they visit. 

Mr Siboni pays FFr150 a 
month for unlimited Internet 
access via a cable modem. 
When the service is 
launched, there will 
probably be an extra charge 
or FFNO-FFrfiO a month for 
modem rental. 

Mr John Davison, a senior 
consultant at Ovum, says 
that in the UK cable modem 
rental is likely to cost 
£25 or more a month, 
including unlimited Internet 
access. 

Mr Davison, co-author of 
an Ovum report Cable 
Modems: Stealing the 
Broadband Market says: 
“Cable is moving from a 
simple distributive model to 
that of interactive service 
provider.” He predicts that 
subscriber revenues for data 
over cable will peak in the 
year 2004 at $5 ,530m a year. 


New competition in association with 3Com, the computer networking company 


Your chance 
to join the 
Boston FT Party 

A memorable prize trip to Boston, 
Massachusetts, in June 

A seven-day trip for two to Boston in the US. with excellent hotel 
accommodation, spending money - and a yacht trip - forms the 
prize package being offered to FT readers in a new competition 
launched today in association with 3Com, the computer 
networking company. 

Boston, in early June, will be the scene of big celebrations as 
the latest port -of -call for the BT Global Challenge yacht race as 
the vessels arrive after weeks in inhospitable conditions on the 
high seas. 

The winner of the Boston FT Party competition - plus his or her 
guest - will have a chance to meet the yacht crews and make a 
four-hour trip on the 3Com yacht 

The prize-winner and guest will fly to Boston on June 24 and 
return on June 30, having spent seven days (six nights) relaxing in 
Boston. 

The winner and guest will be met by FT journalist Richard 
Donkin, one of many people drawn from all walks of life who have 
taken part in the Global Challenge. He recently spent 43 often 
stormy days sailing from Rio de Janeiro in Brazil to Wellington in 
New Zealand as a crewman on the 3Com yacht 



What to do 


To enter the competition, readers 
simply need to answer 12 questions. 
The first eight questions appear 

below. 

The final four questions will appear 
on Wednesday, April 2 in the next 
issue of the FT Review of Information 
Technology (FT-IT), to be published 
with the FT on that day. 



,1 Here are the first eight questions 

1. A corporate way of saying 'computer 
. communication compatibility’ 

2. A shower-proof Challenge port? .. 

3. This Challenge boat could be mistaken 
for a sea dog 

4. Pioneering explorer who gave his name 
to South American straits 


5. He sits in Equatorial judgment when 
crossing the line 

6. Missives on the Internet? 

7. This challenge boat waits 
for no man 

8. A place on the Internet to spin 
a spider's trap? 



TtMtGotkeDktaK*' 


Globed Challenge 


The first letter of each correct answer to all fob questions will combine to spell 
out the phrase, ’3Com Networks'. 

Keep your answers handy until you have answered all IS questions: we will let 
you know where to send them on April 2, when the last set of four questions 
appear with the FT-IT Review, along with full conditions fey entry. 

This competition Is not open to the staff (and their families) of the FT group, 
3Com or BT. The judges’ decision is final. 
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COMPANIES AND FIWAWPES r\nurr o iviv^ve uin «mc 

Krupp stresses synergies and need for economies of scale as competition grows 

Target condemns hostile 
bid as ‘asset stripping’ 


BUSINESS BACKGROUND 


Nerves of steel 


By Peter Norman in Bonn 

Krupp Hoesch's plan to take 
over Thyssen is a bold move 
by a smaller concern that 
ones its present strengths 
and weaknesses to Rmpp's 
similar takeover of the big- 
ger Hoesch steel group in 
late 199L 

While Krupp Hoesch yes- 
terday stressed the need for 
economies of scale hi a glob- 
alised market and the impor- 
tance of potential synergies 
in the 70 per cent of the two 
groups' activities which it 
said were complementary, 
Thyssen was quick to brand 
the bid as asset stripping. 
Thyssen accused Krupp 
Hoesch of attempting to 
solve its own problems by 
breaking up the larger 
canoera. 

At first sight, the Krupp 
Hoesch move looks cheeky 
as well as bold. Only last Fri- 
day, Mr Dieter Vogel, Thys- 
sen thief executive, told his 
company’s annual meeting 
that rumours of close 
co-operation with Krupp 
Hoesch lacked all founda- 
tion. Thyssen management 
was twtkhng in its sharehold- 
ers' approval of a 30 per cent 
rise in the share price this 
year, which more than com- 
pensated for a dividend cut 
from DM10 to DM8. 

Two days before, the news 

JOB LOSSES 


from Krupp Hoesch had 
been less encouraging: it 
reported a 59 per cent fell in 
net profits from DM505m in 
1996 to DM308m ($123m) tn 
1996. 

Thyssen, with group turn- 
over of DM38- 7bn in the year 
to the end of September, Is 
larger than Krupp Hoesch, 
which reported sales of 
DM24bn for last year. While 
Krupp Hoesch's steel activi- 
ties were mainly to blame 
for last year's profit decline. 
Thyssen Stahl, the steel 
making arm of the Thyssen 
group, made the biggest con- 
tribution of all Thyssen divi- 
sions to group profit. 

But the two concerns also 
have much in common. Both 
have their roots in the Ruhr. 
Germany’s old industrial 
heartland. More recently, 
both have had to face 
tougher competitive condi- 
tions in the markets for steel 
and engineering products 
with comparative advantage 
in heavy industry shifting to 
lower cost countries such as 
Korea and China. 

"There is a need to consol- 
idate the German steel 
industry and the bid could 
be the beginning of a major 
restructuring." argues Mr 
Alan Coats, European steel 
analyst at Merrill Lynch in 
London. Other European 
countries have one main 


steel producer, Germany, 
with Krupp Hoesch and 
Thyssen, has two, with 
respective annual sales of 
DM9.6bn and DMlO.Sbn in 
the sector. 

In Krupp Thyssen Nrrosta, 
the two companies already 
have a joint special steels 
subsidiary. Both groups 
have been moving into 
production of steels with 
higher value added, with 
Thyssen concentrating on 
production of hot strip and 
its derivatives. 

Thyssen’s strength in flat 
products calls into question 
the future of the Krupp 
Hoesch carbon steel plant at 
Dortmund. Krupp manage- 
ment recently approved its 
modernisation at the cost of 
2,200 jobs, but local union 
leaders yesterday expressed 
fears that it would close if 
the takeover of goes ahead. 

In engineering, both com- 
panies are significant pro- 
ducers of auto parts. Mir Ter- 
ence Sinclair, of Salomon 
Brothers in London, put 
Krupp’s automotive sales 
last year at DM3bn and 
Thyssen’s at DM4£bn. There 
could be DMIOOm cost 
savings immediately "with 
greater prizes in the long 
term”, he says. 

Thyssen also has an 
attractive elevator business 
and plans to double its sales 


to DM6bn by 2000. But soma 
of its diversifications have 
been less successful. It has 
scaled back ambitious plans 
in telecommunications 
where its main interest is a 
30.1 per cent stake in E-Plus, 
Germany's third ranking 
digital mobile phone net- 
work. The new telecoms 
company set up by utilities 
RWE and Veba, known as 
o.teLo, has expressed inter- 
est in buying Thyssen’s 
E-Plus stake to add to its 
own 30.1 per cent share. 

Late last year, Thyssen ’s 
Mr Vogel announced a plan 
to slim down the group's 
engineering portfolio to 
focus on profitable busi- 
nesses. While the move was 
welcomed by German inves- 
tors, some international ana- 
lysts argued it was too little, 
too late. 

Krupp Hoesch's Mr 
Cramme has proved a deter- 
mined cost-cutter with a 
keen sense of exploiting 
strong market positions. 
“Size per se has no value. 
What counts is size in the 
relevant market, " he 
declared last year. 

Yesterday's bid for Thys- 
sen suggests that a signifi- 
cant part of the German 
financial establishment is 
prepared to put its money 
where Mr Gramme’s mouth 
is. 



An 
Anglo- 






Workforces united in opposition to the deal 


By Peter Norman in Bonn 

The Krupp Hoesch bid for Thyssen 
yesterday raised the spectre of 
mass unemployment in Germany’s 
traditional industrial heartland of 
the Ruhr fra* the second time tn 
Just two weeks. 

With last week's miners’ protests 
fresh in the memory, angry Thys- 
sen workers yesterday stopped 
work and converged on Krupp’s 
headquarters in Essen to demon- 
strate against the takeover plan. 


There, several thousand made 
common cause with workers from 
the Krupp Hoesch steel plant at 
Dortmund- Mr Gerhard Cromme, 
Krupp Hoesch chief executive, was 
booed and had to shelter from Hy- 
ing eggs as he tried to outline his 
plans to the crowd. 

Earlier a Thyssen statement had 
warned that the takeover would 
lead to the loss of "tens of thou- 
sands" of jobs in a region with 
serious economic problems. Mr 
Cramme dismissed this as “pure 


panicking" while a Krupp state- 
ment pointed out that job losses 
arising from Krupp’s takeover of 
Hoesch in 1991 had been limited. 

Nearly 920.000 of Germany’s 
4.67m unemployed are in North 
Rhine Westphalia, which includes 
the Ruhr. The state’s unemploy- 
ment rate of 12.7 per cent is above 
the western German average of 
10.6 per cent In Duisburg, home of 
Tbyssen’s main steel plant the 17.9 
per cent jobless rate is close to the 
eastern German average. 


Mr Georg Bongen, leader of the 
Thyssen workers’ council, yester- 
day hinted at action against banks 
in Frankfurt to prevent Thyssen 
being “filleted". He said he planned 
to mobilise the more than 100,000 
Thyssen workers against the take- 
over and would work with the 
Krupp Hoesch workforce. 

Mr Jflrgen Hafner, leader of the 
Krupp workers’ council in Dort- 
mund, warned that 5.000-6,000 jobs 
were threatened in the city if Mr 
Cromme's plans went ahead. Both 


Thyssen and Krupp Hoesch are 
already shedding labour. 

In Dtisseldorf, Mr Johannes Rau, 
prime minister of North Rhine 
Westphalia, said he could not 
approve the planned takeover. 

Mr Heinz Schleusser. the state 
finance minister, was highly criti- 
cal of Deutsche Bank's involve- 
ment in the takeover. He said a 
bank representative had taken part 
in a Thyssen supervisory board 
meeting last Friday without giving 
a hint of the plans. 


By Andrew Fisher 

In the battle of the giants 
being played out in Ger- 
many's industrial h e art l and 
of the Ruhr, the aggressor 
has lined up impressive 

Aryan rial WeapOTUT- 

Not only is Krupp Hoesch 
hacked by the country's two 
largest banks in its bid to 
acquire the larger, and 
fiercely protesting Thyssen 
group, but it is also being 
advised by a top US invest- 
ment bank- 

Backing Krupp’s offer, 
which values Thyssen at 
DM13.6bn «8bn>, are Deut- 
sche Morgan Grenfell, the 
investment banking arm of 
Deutsche Bank, aud Gold- 
man Sachs, of the US. 

Both are convinced that 
the Industrial and invest- 
ment climate in Germany is 
finally light for a deal that 
has been discussed oh and 
off for at least the past 
decade. 

With Dresdner Bank, Ger- 
many’s second biggest, also 
involved, it is clear the 
financial establishment has 
become wedded to the idea 
of takeovers on open 
Anglo-Saxon lines - if neces- 
sary, against the opposition 
of the target company's 

management 

Since it was Mr Gerhard 
Cromme, the forceful head of 
Krupp, who pushed through 
the controversial takeover of 
the Hoesch steel and engi- 
neering group six years ago, 
they clearly feel they are 
backing a winner. 

The structure of the bid Is 
afar cry from the traditional 
way of doing business in 
Germany. 

The same terms of DM435 
a share are being offered to 
all shareholders - often in 
German takeovers, minority 
shar eholders are at a disad- 
vantage - and there has 
been no shuffling of share 
packets to ensure the bid is 
a fait accompli before it is 
even announced. 

Thyssen’s shareholders 


are being asked to choose 
between lejectingfts defence 
arguments 'and taking' the 
-Krupp cash. . or accepting;- 
.-that Thyssen’s strategy is . 
the right one. • 

“This move Is being, made 
under the rules of the capital 
markets rather than in the- 
old clnbby, way such deals 
have often -taken place fir 
Germany," one- banker 
involved in the bid said. 

Mr Rolf Breuer/ a director' 
of Deutsche Bank who ls- 
soon to become its chair- . 
man, also stressed this 
aspert. ' 

For Germany,' he said, 
“this is an unusual transac- 
tion - there is no doubt ' 
about that - in terns of vdI- 
ame, the participants and 
the economic background’’. 
In the US and UK, such big 
takeover bids, carried out - 
along strict capital market - 
and takeover code rules, are 
more common. . 

Mr Brener rejected Thys- 
sen's claim that Krupp was 
using “Wild West" tactics. . 

He put the bid in the con- - 
text of the industrial , 
restructuring iu -Germany;' 
as companies prepared. foc- 
the single European cur- 
rency and stroveto improve 
global competitiveness. It 
was important that. such., 
deals took full account df. 
shareholders’ rights. V £ 

He gave no details about ' 
financing, of Which Deutsche '" 
and Dresdner wfil clearly 
bear the main burden. 

Mr Terence Sinclair; an' : 
analyst at SalomonHrotiffira, - 
the US investment bank,:, 
said Krupp (with net debt c£\ 
DMKSbn and a market.captk £ . 
talisatian of DMSJ&nJ l”w0L, ; 
have to gear itself up tnwfc 
siveiy to buy Thyssen??: 1 
which has DM3.6bn of uet.V 
debt and DM6. Ibn of other 1 
liabilities. ■ 

Sales of non-core Thyssen; 
businesses could raise shout" 
DM6bn. leaving at least thus 
much again to be financed 
through debt arranged by 
the banks. 


O outokumpu 


ANNUAL GENERAL MEETING 


The Annual General Meeting of Shareholders of Outokumpu Oy will be heki In the Tapiola HaO at the Espoo Cultural 
Centre, Tfepiolan Kufttuuriauldo, Espoo, Finland at ZOO pm on Thursday 3 April 1997. 

Recording attendance and distribution of voting tickets will begin at 1.00 p.m. 

Agenda 

1. Proposal by the Board of Directors to amend Articles 8, 9, 10, 11, 12, 13, 16 and 18 oflhe Articles of Association of 
the Company so as to conform with the proposal of the Finnish State to remove the Supervisory Board of the Company. The 
proposed amendments relate to: 

- abolishing the Supervisory Board as ihe administrative body of the Company and transferring the duties of the 
Supervisory Board to the Board of Directors, 

- transferring of the right to elect the members of Ore Board of Directors to the General Meeting of Shareholders, 

- amending the composition of the Board of Directors to comprise a chairman, vice chairman and a minimum of three 
and a maximum of six other members, and 

- establishing an Executive Committee, members of which are appointed by the Board of Directors. 

2. Items prescribed In Article 18 of the Articles of Association. 

3. Proposal by the Board of Directors to amend the Articles of Association of the Company so as to conform with the 
requirements of toe recently enacted amendments to toe Finnish Companies Act, which will become effective on 1st 
September 1997. The changes proposed by toe Board of Directors are of technical nature and Involve removing Article 6 
and emending Articles 1, 5, 7, 13 and 16. The proposed amendments relate to: 

- redesignation of the Company from a limited Babillty company into a public limited company, 

- restricting the ability of the Company to cfisappty existing shareholders' preferential right to subscribe new shares, 

- removing the ability of the Company to redeem shares without reducing share capital, 

- amending ihe procedure by which the shares can be redeemed through reducing share capita], and 

- amending the notice period for General Meetings of Shareholders. 

Copies of the 1996 Annua! Report and Accounts and the above in items 1 and 3 mentioned proposals to amend the 
Articles of Association will be available for Inspection by shareholders at the head office of Outokumpu Oy at Lflnsftuuienfie 7. 
02101 Espoo, Finland, beginning 19 March 1997. Copies of these documents will be sent to shareholders on request 
(Tel. +358 9 421 2425 or Fax +358 0 421 3866). 

The printed 1998 Annual Report has been published and mailed to all registered sharehoMere. 

Right to attend the Annual General Meeting 

in order to take part In toe Annual General Meeting, shareholders must be registered fn the shareholders' register 
maintained by the Brinish Central Securities Depository Lid. (Suomen Arvopaperfteskus Oy) not later toan 24 March 1997. 
Shareholders who have placed their shares in trust must temporarily re-register the shares in their own names to allow them 
to participate in the Meeting. Such re-registration must be made not later than 24 March 1997. 

Notice of Intention to attend 

Shareholders who wish to attend toe Annual General Meeting must notify the Company of their intention to do so, by 
telephone (Tel. +358 9 421 2425) or by letter addressed to Outokumpu Oy. Share Register, p,Q, Box 280, Lansrtuulenfie 7, 
02101 Espoo. Finland toy no later than 1 si April 1997 The letter must be received by the Company on or before 1st April 1997, 

Proxies 

A Shareholder may attend and vote at the Meeting in person or by proxy. However, in accordance with Finnish practice 
the Company does not send forms of proxy to its shareholders. Shareholders wishing to vote by proxy should submit their 
own forms of proxy to the Company by no later than 1st April 1997. 

Dividends 

The Board of Directors is proposing dividends of 1.00 Finnish markka per share. The dividends wiB be paid to toe 
shareholders that are registered as shareholders by the Finnish Central Securities Depository Ltd on 8th April 1997. it is 
proposed that toe dividends are paid on 11 April 1997. 

Espoo, 14 March 1997 
OUTOKUMPU OY 
Supervisory Board 



AssiDoman 

Annual General Meeting 

Notice is hereby given to shareholders in AssiDomdn A6 (pubi) that the Annual 
General Meeting of the Company will be held at 3 p.m. on Wednesday, April 9, 1997, 
at the Stockholm Globe Arena Annex. Access via Entrances 1 and 2. 


NOTIFICATION, ETC 

Shareholders who wish to participate In the Annual 
General Meeting shall 

• be entered in the register of shareholders 
maintained by VSrdepapperscentralen VPC AB 
CVPO by Thursday, March 27, 1997. 

• notify the Company no later than 4 p.m. on Friday, 
April 4, 1997. 

Notification of intention to participate in the Annual 
General Meeting may be made by telephoning +45 8 
655 90 00 or by fax +46 8 655 94 17, or in writing to 
AssiDoman AB, Legal Affairs, 5-105 22 Stockholm, 
Sweden. Notification may also be made by e-mail to 
legal6asdo.se 

When giving notice of participation, shareholders 
should state their name, personal or company 
registration number, address and telephone number. 

Shareholders whose shares are registered in the 
name of a nominee through a bank or securities 
institute, must no later than March 27, 1997, 
temporarily reregister their shares with VPC in their 
own name in order to be able to participate In the 
Annual General Meeting. Applications for such re- 
registration should be submitted well before March 27, 
1997. 

AssiDoman will confirm receipt of notification by 
sending an admission card which should be shown at 
the entrance to the Globe Arena Annex. 

AGENDA 

I. Opening of Meeting and election of a chairman for 
the Meeting. 

Z Drawing up and approval of the list of voters. 

3. Approval of the Agenda. 

4. Election of two persons to approve the minutes of 
the Meeting together with the Chairman. 

5. Decision that the Meeting has been duly convened. 

6. Presentation of the Annual Report and the 
Auditors' Report, and the Consolidated Financial 
Statements and Auditors' Report on these state- 
ments. In connection therewith, the President will 
address the Meeting. 

7. Decision to adopt tire profit and loss account and 
balance sheet and the consolidated profit and loss 
account and balance sheet. 

8. Decision concerning the treatment of the 
Company's unappropriated earnings in accordance 
with the adopted balance sheet 

9. Decision to discharge the Board of Directors and the 
President from liability for tire financial year. 

10. Decision concerning the number of members and 
deputy members of the Board. 

II. Decision concerning the number of auditors and 
deputy auditors. 


12. Decision concerning fees to be paid to the Board. 

13. Decision concerning auditors' fees. 

' 14. Election of members and deputy members of the 
Board. 

15. Election of auditors and deputy auditors. 

PROPOSED RESOLUTIONS 

Shareholders who together represent approximately 
56% of the total number of votes in the Company, have 
notified their intention to make the following 
recommendations at the Annual Generaf Meeting, with 
regard to items 1 and 10-15 on the above Agenda: 

Item 1. Former County Governor Ingvar Gulinas. 

Item 10. Nine members and no deputy members, 

Kern 1 1. Two auditors and two deputy auditors. 

Item 12. It is proposed that fees to the Board shall 

amount to SEK 1,070,000, to be divided by the 
Board among those board members elected 
by the Annual General Meeting who are not 
permanent employees of the Company. 

Item 13. Compensation against invoked fees and 
expanses. 

Item 14. Re-election off Board members Lennart 

Ahlgren, Haris Carbson, Annifca Christianssori, 
Bo Docketed, Matts Bunan, Ingrid Fiory, Olof 
Lund, Anna-Stina Nordmark-NHsson and Per 
Tegn6r. 

Item 15. Re-election of auditors Thomas Jansson and 

Stefan HoimstrOm with Anders Holm and Owe 
Wallinder as deputies, ail KPMG Bohlfns AB. 

DIVIDEND 

The Board proposes that a dividend of SEK 5.25 per 
share be paid. The record date for entitlement to 
dividend is proposed as Monday, April 14, 1997. 

Provided that foe Annual General Meeting resolves in 

accordance with this proposal, distribution of tire 

dividend by VPC Is expected to be made on Monday.’ 
April 21, 1997. 

PROGRAMME FOR SHAREHOLDERS 

1 p.m. Dows open to the Stockholm Globe Arena 

Annex. Exhibition of AssJDomin’s 
internationalisation. 

1 - 230 pm. Light refreshments vriH be served. 

230 p.m. Doors open to the Meeting venue. 

3 p.m. -Opening of the Annual General Meeting. 


Stockholm. March 1997 
AssJDomSn (pub!) 
The Board of Directors 


AssiDoman AB (pubi), SE-105 22 Stockholm, Sweden. Tel: +46 8-655 90 00. Fax: +468-655 94 01. 
Internet homepage: http-y/wvuw^ssldoman^e 
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‘Long-term business success 
:■ comes from earning 
our customers’ respect” 

KAZUQINAMOM. founder Kjroaen 
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IN BRIEF 


LME to start daily 
stock reporting 

'Hie London Metal Exchange will introduce 
daily reporting of stocks held in its 400 ware- 
houses from April 7. The change from, twice 
weekly reporting is part of the LME’s implemen- 
tation of recommendations in the wake of the 
Sronitomo copper affair. Page 26 

. TWAsnfteit Mwre setback to recovery 

Stans World Airlines, the troubled US carrier, ' 
suffered a severe setback to its planned recovery 
in the fourth quarter to December as net losses 
soared to $26&5m. Page 21 

Capital Corp attacks London Chibs’ bid 

The battle in the London casino market intensi- 
fied whan Capital Corporation, the target of a 
£19lm (S303.7m) hostile bid from London Clubs 
Inte rn a tion a l, attacked the predator's ability to 
nm "upmarket casinos. Page 22 


.flaiirar sabsfbe 9% to $284bn 

. Bayer, the German gfryBrninais company, 
announced a 7 per cent Increase in 1996 pre-tax 
profits, but was downbeat about its prospects 
Jor. the. coming 12 months. Sales rose by 9 per 
cent to,DM48-6ibn ($2S5bn) in 1996. Page 18 

DorHng Ktaderstey Issues warning 

Darling Kindetsley surprised investors when 
. the publisher of highly distinctive reference 
books, and CDRoms issued its second profits 
warning in a little over three months. Page 22 

: * Japan Telecom to m^tge with KTJ 

Japan Telecont t Vg Inn gulisfmiw operator, arwf . 
'n'J, the international carrier, announced details 
Ufa merger that win create Japan's second-larg- 
est wireline operator and the third-largest tele- 
corns company. Page 20 . 

Banco Siht— idwpledgw better returns 

Mr Emilio Botin, chairman of wanm Santander. 

. presented an annual report detailing the bal- 
ance sheet strength of Spain’s biggest banking ’ 
group and pledged increased returns. Page 18 

Provisions hit profits at Dairy Farm 

Dairy Farm, the food retailing arm of the Jar- 
dine Matheson group, announced a 79 per cent 
fall in net profits last year, to $274ftn, after pro- 
vided s of $77^m for restructuring. Page 20 
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Rome steps up drive to be founding member of single currency Goldman 

Italy issues $1.15bn euro bond p^ms 


By Edward Luce 

The Italian government 
yesterday stepped up Its drive 
to be a founding member of 
the European single currency 
by becoming the first country 
to issue a band denominated in 
euros. 

The lbn euro (US$l.I5bn) 
issue, which is only the second 
bond offered in the future an- 
gle currency, was bought up 
quickly by mostly European 
investors after its launch. 

“This is a strong statement 
by Italy that it is committed to 
th*> European wng te currency,'* 


Indonesia 
telecom 
monopoly 
may end 
earlier 


_By Manueia Saragosa 
in Jakarta 

Telkom, Indonesia's 
stat&cantroDed domestic tele- 
communications provider, may 
lose its monopoly upon fixed- 
line domestic telephone ser- 
vices earlier than was flagged 
in the prospectus issued with 
its initial public offering. 

Indosat. the Indonesian 
state-controlled international 
telecoms operator, indicated in 
documents delivered to ana- 
lysts on Monday that it 
expects Telkom's monopoly on 
local long-distance calls to end 
by 2001 and on local calls by 
2005. In its 1995 IPO prospec- 
tus, Telkom said these monop- 
olies would end in 2005 and 
2010 respectively. 

.Telkom officials reacted 
sharply. Mr Thomas Widja- 
narto, head of the company's 
investor relations department, 
told AFX News that Telkom 
had “very strong objections" 
to Indosafs predictions. “This 
is very serious." he said. 

Telkom's shares have 
already been affected by specu- 
lation that a company partially 
owned by a member of Presi- 
dent Suharto's family may be 
given a licence to offer fixed- 
line telephone services. 
Reports this week quoted the 
director-general of post and 
telecommunications, Mr Dja- 
karta Purawidjaja, implying 
that Menaxa Jakarta may 
enter file business of providing 
basic telecommunication ser- 
vices in Indonesia. 

Menara Jakarta, a joint ven- 
ture set up to build a 556-metre 
telecoms tower, is 51 per cent 
owned by Indocifra, which in 
turn is owned by several busi- 
ness tycoons, including Mr 
Sudwikatmono, Mr Suharto’s 
cousin. Telkom and Indosat 
also each own 20 per cent of 
Menara Jakarta. 

Mr Setiawan of Telkom's 
investor relations department 
said the company is “still 
checking with the govern- 
ment" to see what was meant 
by Mr Djakarta's Statement- 
Speculation surrounding the 
lifting of Telkom’s monopoly 
caused shares in the company 
to close 5 per cent Iowa- at 
Rp3,650 ($L5) in Jakarta yes- 
terday. 

“The most damag in g thing Is 
that neither Telkom nor the 
department of telecommunica- 
tions has come out with a clar- 
ification,'’ said Mr Robert Alb- ■ 
son, sales director at Asia 
Equity Jasereh in Jakarta. 

While loosening Telkom’s 
monopoly would be in line 
with deregulation of telecoms 
elsewhere, there is concern 
that a second domestic tele- 
coms services provider may 
not be chosen in a transparent 
way that Telkom may not 
be adequately compensated. 

“If you end the monopoly 
but compensate the company, 
as was done with Singapore 
Telecom, then no major harm 
Is done," said a telecoms ana- 
lyst at a European securities 
firm. “But if you abolish the 
monopoly ahead of schedule, 
and especially if the beneficia- 
ries are politically well-con- 
nected, then you leave a nasty 
smell around." 

Telkom’s monopoly upon 
local long-distance services 
has already been diluted by 
deregulation introduced this 
year which effectively allows 
cellular network operators to 
undercut Telkom’s tariffs for 
local long-distance calls. 

Separately, Indosat also pre- 
dicted that the duopoly it 
chaws with Satelindo in pro- 
viding international telecoms 
services would end in 2001. 


said a syndicate official at 
Paribas which jointly managed 
yesterday’s deal with SBC 
Warburg. “After the success of 
this, we expect a flood of other 
debut euro issues in the next 
few months.” Syndicate offi- 
cials said +hp launch was also 
designed to reduce the costs of 
servicing Italy's debt 
Italy's domestic lira bonds 
are trading at more than 200 
basis points over French bonds 
compared with just IS basis 
points in yesterday's euro 
launch. The Italian bond is 
expected to become a bench- 
mark for the pricing of issues 


in the single currency by other 
European borrowers. 

Traders said the bond, which 
will pay interest in euros when 
the currency comes into being, 
was unaffected by the lacklus- 
tre mood of Europe’s bond 
markets. The euro will have 
exactly the same value as the 
ecu • a currency derived from a 
basket of European currencies. 

“Italy priced this bond quite 
cheaply probably to ensure 
that nothing could possibly go 
wrong,” said one bond analyst. 
“There is a lot of kudos from 
being the first country to issue 
in euros.” 


The euro-denominated bond 
will be serviced in the single 
currency regardless of whether 
Italy qualifies for the first 
round of monetary union. It 
follows a lbn euro issue earlier 
this year by the European 
Investment Bank. 

Syndicate officials said that 
the level of investor appetite 
for euro-denominated debt 
overcame general bond market 
pessimism in advance of a pos- 
sible Increase in US interest 
rates at the US Federal 
Reserve meeting next week. 

The bond, priced to yield 
just IS basis points more than 


seven-year French ecu bonds, 
narrowed to 17 basis points 
over French debt in secondary 
market trading reflecting 
strong demand for the paper. 
A basis point is a hundredth of 
a percentage point 

“The euro-denominated debt 
market will probably become 
the second largest bond mar- 
ket in tbe world within the 
next two years," said one offi- 
cial in London. 

“There is therefore a lot of 
appetite out there for euro 
debt" 
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Jacob Wallenberg is to become chief of SE-Banken, financial fla gship of Europe’s most powerful family-run business empire 

Jacob Wallenberg to head SE-Banken 


By-Greg Mdvor in Stockholm 

Mr Jacob Wallenberg, young 
scion of Sweden's leading 
industrial dynasty, is to 
become chief executive of 
Skandinaviska Enskilda 
Banken, the Swedish hank. He 
succeeds Mr Bjorn Svedberg, 
who is stepping down after 
five years in the post 

The- change is the dearest 
move yet in a gradual shift in 
power to the fifth Wallenberg 
generation following the deci- 
sion last year by Mr Peter 
Wallenberg, Jacob’s father, to 
fake a more withdrawn role in 
overseeing its interests. 

SE-Banken is the financial 
flagship of Europe's most pow- 


erful family-run business 
empire, which indudes con- 
trolling stakes in companies 
such as Astra, Electrolux, 
Ericsson and SKF. 

Mr Jacob Wallenberg, 41, 
bas long been considered by 
his father as joint heir to the 
empire with his cousin Mar- 
cus, a director of several Wal- 
lenberg companies. 

He has been deputy manag- 
ing director of SE-Banken, in 
which the family is tbe big- 
gest shareholder with an 18.4 
per cent stake, and head of its 
Bnskiida investment banking 
arm since 1995. 

His appointment triggered 
speculation of a resumption of 
merger talks with Nordban- 


ken, the state-controlled Swed- 
ish bank. Negotiations broke 
down last month, apparently 
over Wallenberg fears of 
diminished influence in the 
merged concern, which would 
be the region’s biggest bank. 

SE-Banken *s most-traded A 
shares rose SKr2 yesterday to 
SKr 84.50; the banking index 
on the Stockholm bourse fell 
more than l per cent. 

Mr Svedberg, who is also 
leaving the SE-Banken board, 
denied his departure was con- 
nected with the unsuccessful 
merger talks. His five-year 
contract is about to expire, 
although he said last year he 
would have to be “prised 
away" from the job. 


“Clearly, the owners were 
disappointed when the talks 
broke down and they have 
done something about it,” a 
senior Swedish banker said. 

Mr Wallenberg takes over 
on April 29 and analysts said 
his arrival would improve 
prospects for fresh talks with 
Nordbanken. 

Mr Svedberg piloted SE- 
Banken through Sweden’s 
deep loan loss crisis at tbe 
start of the 1990s. It survived, 
but had to surrender its status 
as Sweden’s largest bank to 
Svenska Handels banken. 

SE-Banken’s pre-tax profits 
were a record SKr4.7bn 
(S607m) last year on revenues 
of SKrl7.8bn. 


By Tracy Corrigan 
in New York 

A sharp rise in first quarter 
profits at Goldman Sachs. Wall 
Street’s largest investment 
banking partnership, yester- 
day underlined the strength of 
the global securities and merg- 
ers and acquisitions business. 

Goldman’s pre-tax profits 
reached $905ru, up from $565 m 
in the comparable period last 
year and from $743m in the 
fourth quarter. Revenues 
jumped to $1 ,957m. compared 
with fl,46im in tbe first quar- 
ter of last year. 

The strong earnings report 
from Goldman, the first of the 
big US investment banks to 
report first-quarter results, 
could fuel speculation about 
the performance of other 
investment banks, most of 
which do not report for 
another month. Lehman 
Brothers and Morgan Stanley, 
which have the same calendar 
as Goldman, will report on 
March 24 and 27 respectively. 

Mr John Thain. Goldman's 
chief financial officer, said the 
strong financial markets had 
been an important factor in 
the firm’s performance. But he 
added he was “cautious on the 
outlook for the next couple of 
quarters". He noted that since 
the end of February, when its 
quarter ended, bond markets 
have backed up and corporate 
bond spreads have widened. 

This means Investment 
banks with a first quarter end- 
ing Marcb 31 may have 
enjoyed less favourable condi- 
tions. Some analysts have 
already seen signs of weaker 
business conditions. 

“The underwriting calendar 
is not as strong” as last year, 
said Ms Sal lie Krawcheck, 
securities analyst at Sanford 
Bernstein. Earnings compari- 
sons are likely to become 
increasingly difficult as tbe 
year wears on. 

However, Mr Thain said 
Goldman had performed 
strongly “across the board. It’s 
bard to find any areas which 
didn't do well". 

Expenses . for the quarter 
rose to $l,052m. compared with 
$899m a year ago. reflecting 
higher staffing levels. Gold- 
man's staffing totals just over 
9,000. a 10 per cent increase on 
the previous year. 

The firm plans to increase 
staffing by another 7-10 per 
cent this year. 


Mexico’s Serfin 
set to announce 
deal with HSBC 


£103 million Management Buy-Out 


By Daniel Domtoey In Mexico 
City and George Graham 
in London 

Serfin. Mexico’s third largest 
bank, is expected to announce 
an association with HSBC 
Holdings, tbe international 
banking group, within the next 
few days. 

The likely agreement follows 
an announcement by Serfin 
yesterday that continuing 
problems with poor quality 
loans pushed it deep into the 
red for 1996. 

HSBC was unable to com- 
ment yesterday, but Serfin offi- 
cials have acknowledged they 
are in talks with the world’s 
largest banking group, which 
owns Hongkong Bank as well 
as the UK’s Midland Bank. 

Mr Adrian Sad a, chairman of 
Grupo Finandero Serfin, said 
yesterday he expected to 
announce the sale of 19.9 per 
cent of Serfin’s stock this 
week, but would not name the 
partner. 

“We’re on the point of clos- 
ing the deal; I think we'll 
announce it in two more days. 
At the moment I can give no 
more details." he said. 

While HSBC’s business is 
now centred on Asia and the 
UK, it has been e x pandi n g in 
the US, where it owns Marine 
Midland, and in Latin Amer- 
ica. where it has investments 
such as Banco Roberts in 
Argentina a-nd Banco Bamerin- 
dus in Brazil. 

Serfin’s losses were 2.9bn 
pesos ($363m) for the fourth 
quarter of 1996. against 0 com- 
parative loss of 2(5m pesos, 
and 7.5bn pesos for the year as 
a whole agaiiwrf- a profit of 22m 
pesos for 1995. 


Serfin said the heavy losses 
were primarily the result of 
aggressive loan loss provision- 
ing. In the fourth quarter the 
bank put 2£bn pesos aside far 
bad debts, as its loan portfolio 
continued to suffer from 
Mexico’s difficult economic di- 
mate and the poor choices of 
the bank's previous loan 
managers. 

According to new. more rig- 
orous accounting methods, the 
bank’s total past due loans of 
14bn pesos accounted for 22.6 
per cent of its total loan portfo- 
lio at the end- of last month. 

This is despite several hefty 
sales of bad loans to the Mexi- 
can government, most recently 
the sale of I0.3bn pesos of 
mortgage loans. 

The bank said its total loan 
loss allowances represented 
59.4 per cent of Its past doe 
loans. 

The government yesterday 
said it would have the right to 
buy up to 5 per cent of Serfin's 
parent group. If it did not 
receive compensation of 3.6bn 
pesos for the losses expected 
on the mortgage loan portfolio 
sold to the government 

If the portfolio performs bet- 
ter than expected, this does 
not apply. 

However, net interest 
income increased by 666m 
p&os for the year, to 4.l4bn 
pesos, as interest rates stabi- j 
lised and the bank began to | 
match up its assets and’ its 1 
obligations more efficiently. 

In particular, Serfin’s new 
management, which took | 
office a year ago. increased j 
funding through deposits 
much Caster than it did money ' 
market funding, which offers j 
much less generous terms. ! 



Transaction fed by 

Bectra Fleming Limited 

£33 million equity arranged by 

Electra Fleming Limited 

£17 million mezzanine arranged and underwritten by 

Intermediate Capital Group PLC 

£53 million debt facilities arranged and underwritten fay 

Bank of Scotland 
Barclays Bank PLC 
Robert Fleming & Co Limited 


“ ELECTRA 
21 FLEMING 


Bectra Fleming Limited $5 Kingsway Telephone 0171 831 8464 

London WC2B 6QT Fax 01 71 404 5388 
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COMPANIES AND FINANCES EUROPE 


COMPAGNIE BANCAIRE 

Sod6t6 Anonyme 

Incorporated in Franca with limited liability, 
ffegd. Office: 5 avenue Ktdber. parts l$eme. 

NOTICE OF ORDINARY AND EXTRAORDINARY GENERAL MEETING 

The shareholders of Compapnie Bancaire are invited to 
attend the Ordinary and Extraordinary General Meeting to be 
held on Wednesday, 26th March. 1897 at 5.00 p.m. at the 
Head Office, 5 avenue Kteber, Paris IBdme, to consider the 
following Agenda: 

- The Report of the Board of Management on the 
current activities and position of the Company. 

- The Report of the Auditors. 

■ The comments of the Supervisory Board. 

- The approval of the accounts for 1996 and, 
appropriation of profits. 

- The option to pay the dividend in the form of shares, i 

- The change in the designation of one of the Statutory | 
Board. 

- The Re-appointment of the mandate of three I 
members of the Statutory Board. 

- The appointment of a resigning member of the 
College of Counsellors to the Supvarvisory Board, in 
replacement of a member whose term is expiring, and 
appointment of the latter as e member of the 
College of Counsellors. 

- The renewal, under the same terms, of the authoris- 
ation granted to the Management Board to issue 
bonds. 

- The renewal of the authorisation of the Board of 
Management to buy and sell shares of the Company 
on the Stock Exchange in order to regulate their price. 

- The renewal of the authorisation granted to the 
Management Board on 22nd March, 1995 to increase 
the Company's share capital through the issuance of 
shares through incorporation of retained earnings, 
profit or premium. 

- The renewal, in the same term, of the authorisation 
grantBd to the Management Board by the 
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securities or warrants for securities leading to the 
ownership of a portion of the company's capital, with 
pre-emption rights offered to existing shareholders. 

- The renewal, in the seme term, of the authorisation 
granted to the Management Board by the Share 
holder Meeting of 22nd March, 1995 to issue 
securities or warrants for securities leading to 

the issuance of Company shares, without preemption 
rights offered to existing shareholders. 

- The renewal of the authorisation granted to the 
Management Board to grant Group employees and 
officers options to subscribe or purchase shares in the 
Company and adaptation of this authorisation to new 
French legal framework. 

- The approval of the special reports of the Manage- 
ment Board and Statutory Auditors on the share 
capital increase reserved to Group employees 
authorised by the 1996 Shareholder Meeting. 

- The modification of the Company's by-laws to 
recognise investment services as one of the fines of 
business of the Company, pursuant to the law of 
2 July 1996 on the modernisation of the French 
financial sector. 

- Any other business. 

- Authorisation to implement the above procedures. 

In order to attend or be represented at the Meeting, 
owners of registered shares must have been entered on the 
register five dear days prior to the Meeting. Holders of bearer 
shares must deposit at least five dear days prior to the 
Meeting at the Head Office, the certificate of deposit issued 
by the bank, financial institution or stockbroker with whom the ; 
shares are lodged. 

Postal votes must be received at the Head Office of the 1 
Company on the appropriate form six days in advance of the , 
meeting. 

Shareholders who wish to attend the Meeting are 
requested to make advance application to the Company reran , 
admission card. 
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Santander pledges on returns 


By Tom Bums In Madrid 

Mr Emilio tto tfn, chairman of Banco 
Santander, Spain’s biggest banking 
group, yesterday presented an annual 
report that detailed balance sheet 
strength m terms of assets and pledged 
Increased returns for shareholders. 

The high-profile presentation for 1996 
underlined the bitter rivalry between 
Santander and Banco Bilbao Vizcaya 
for leadership of the domestic sector. 

Stung by the growth of BBV, which 
reported a bigger volume of earnings in 
1996 than Santander and has a largo 1 
stock market capitalisation. Mr Botin 
promised to raise his bank’s return on 
equity from the current 15.6 per cent to 
18-20 per cent over the next three 
years. 

Hie also said be would raise accumu- 
lated earning s per share by a minimum 
of 15 per cent over the period. 


Santander reported a 135 - per cart 
rise in net attributable p r o fi ts for 1996 
to Pta85.6bn ($596m), compared with 
BBV*s 24 per cent rise to PtalOLSta. 

Mr Botin forecast that Santander 
would lift net attributable profits, 
excluding extraordinary or non- 
recurring earnings, by 20 par emit this 
year and by at least 15 per coat in 1998 
and 1 999. 

These forecasts compare with con- 
sensus estimates from analysts that 
Santander would lift its net attribut- 
able profit by 13 per cent this year, in 
line with 1996, and by 12 per cent next 
year. 

Santander's annual report broke 
down the results of the group’s differ- 
ent business units last year in exhaus- 
tive, individual profit and loss 
accounts. 

The group is the mast geographically 
diversified of the Spanish banks. It 


runs re tail, wholesale and merchant 
hanking networks at home and abroad 
and provides stockbroking and asset 
management services. 

The report went well beyond the 
level of disclosure considered normal 
in the domestic banking community. 
Mr Botin claimed it set new transpar- 
ency standards for the sector. . 

.. Mr Joan Cueto, chief analyst- at Ibex- 
securities, the Madrid broking house, 
said: “Santander has been the'flrst to 
show the bottom line, the attributable 
profit right across its business." 

The report revealed the strength of 
the group’s balance sheet. Its debt port- 
folio has latent capital gains of 
Pta200bn, and it has a further PtafiOObn 
in latent gyin? based on its stakes in 
foreign banks, such as First Fidelity of 
the US, where it Is the biggest single 
shareholder, end Royal Bank of Scot- 
land, of which it owns 10 per cent. 


Bayer up 7% 
but downbeat 


By Jenny Luesby 

Bayer, the German 
chemicals company, yester- 
day unveiled a 7 per cent 
increase in 1996 pre-tax prof- 
its, but was downbeat about 
prospects for the coming 12 
months. 

Sales rose 9 per cent to 
DM4EL61bn (*28.76bn). How- 
ever, acquisitions and 
favourable currency move- 
ments accounted for three- 
quarters of this rise. On an 
underlying basis, sales rose 2 
per cent in volume, while 
prices fell slightly. 

Pre-tax profits rose from 
DM4.i8bn last time to 
DM4.46bn. But this also 
reflected gains from acquisi- 
tions and disposals. 

Mr Manfred Schneider, 
chairman, emphasised the 
continuing profit squeeze. 
Costs were still trending 
upwards, while “tough com- 
petition has not allowed the 
necessary price increases". 

He forecast a rise in sales 
this year, to more than 
DMSObn. But on profits, he 


said: "Our target is to keep 
earnings at least at the cur- 
rent high levels, and if at all 
possible to achieve a further 
increase." 

The markets reacted with 
disappointment to this out- 
look, and the shares closed 
down DM2£6 at DM6&S5. 

Most of the group’s growth 
last year came in its plastics 
business, mainly because of 
the acquisition of several 
producers of ABS, the 
commodity plastic used to 
make computer housings 
and toys. 

Another area of strength 
was agrochemicals, where 
operating profits rose 14 per 
cent on sales up 9 per cent. 

Xn healthcare, expensive 
product launches saw under- 
lying profits fan 7 per cent to 
DM1.69bn. However, this 
was more than offset by a 
DM180m exceptional gain on 
the sale of some consumer 
care product lines. 

Restructuring at Agfa, the 
ailing films business, 
increased its return on sales 
to 3 per cent Agfa accounts 



Manfred Schneider. *Our target is to maintain earnings* 


for 15 per cent of Bayer's 
sales. However, in the chem- 
icals division, operating 
profit margins fell to 4 per 
cent, as earnings fell nearly 
80 per cent on sales op 4 per 
cent, at DM958ba. 

Bayer increased its divi- 


Fellow chemicals company 
BASF reported headline 
results yesterday. Pre-tax 
profits were up 63 per cent, 
at DM4.41 bn, an sales up 5£ 
per cent, at DM48. 77b n. It 
announced a 21 per cent 
increase in its dividend, to 


dend from DMl.50 to DML7D. DML70. 


Novartis raises dividend 19% 



By Daniel Green 

Novartis, the drugs company 
formed last year from the 
merger of Swiss rivals Ciba 
and Sandoz, is raising its 
dividend by 19 per cent, even 
though sales and profits last 
year grew at below industry 
average rates. 

The board is proposing to 
lift the pay-out from SFrl6B0 
to SFr20 a share 

Mr Raymond Breu, 
finance director, said the 
increase in the dividend pay- 
out from about 25 per emit of 
net income to 33 per cent 
represented a permanent 
change in policy. 

"We have free cash flow of 
SFr3bn [$2. 06 bn] a year. We 


can return some of that to 
shareholders." he said. 

Mr Alex Krauer, chairman, 
said the change reflected the 
increasing proportion of non- 
Swiss shareholders, espe- 
cially the fact that 15 per 
cent of its shareholders are 
from the US. 

“Investors in the US are 
accustomed to higher pay- 
outs." he said, adding that 
the growth prospects for the 
newly-merged business had 
encouraged Novartis to raise 
the dividend. 

The increased pay-out was 
the highlight of the results 
yesterday, which showed 
growth in sales and profits 
at or below the levels of 
many of Novartis' US rivals. 



Sales increased 8 per cent 
from SFr35.Sbn to SEr36Jhn. 
Net profit declined from 
SFr4.22bn to. SFr2.3bn, 
because of the costs of 
restructuring. 

Excluding exceptional 
items, 1996 net profit rose 2 
per cent from SFrilQbn to 
SFr&lSbn. 

Mr Daniel VaseUa, chief 
executive, said that trading 
in the first two months of 
1997 had been “good" and 
that the year would show a 
significant increase in prof- 
its over 1996. 

He said the integration of 
the two companies was pro- 
ceeding as planned. At least 
60 per cent of the planned 
10,000-12,000 job cuts would 
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be made this year, with the 
remainder over the next two 
years. 

In life sciences, the biggest 
division, sales grew 8 per 
cent to SFr27.6bn and operat- 
ing income was up from 
SFr5.4bn to SFtS.6bn. 

Within life sciences, phar- 
maceuticals' operating 
income rose from SFr3.7bn 
to SFrS.9bn. 

Novartis said it bad 86 
pharmaceutical projects in 
clinical development. It 
planned to launch 29 new 
products in the next three 
years. 

It singled out promising 
drugs in Alzheimer’s disease, 
cancer, diabetes and irritable 
bowel syndrome. 
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J.P. Morgan Securities Ltd. and CDC Marches executed 
a block trade of these shares for Valeo SA. 
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Michelln shares 
drop on results 



to FFr3^& per B share. .. 

Net attributable profit edged ahead only maigtoalDy, . v 
fromFFrisiSbntol995toFFr2tf9bn 
incJusjonofFPrt45atoe3tception^ 

■ David Owen, Paris 

Tractebel details merger 

Tractebel, the Belgian utifltygroup, yesterday unveiled 
details of its merger with its partly-owned subsidiary, .. . . 
Powerfm. It will swap three Powerfln shares for one new 
Tractebel share, creating an enlarged group valued at 
about BFr250hn C$7.17bnJ. The merger win in effect turn a 
Belgian utility with an international subsSiary into a 
fUIly-fledged international group. r . , .. 

Tractebel yesterday said 1996 net profits wee '6.7-per 
cent to BFrULOObn, on turnover up 7 per cent to . «■ / 
BFr344J3hn, Earnings per share increased 5-6 per cent to ' 
BFr3e9, with the net dividend up 4,1 per cent taBFr385. • -■ 

Neil Buckley, Brussels 

Audi upbeat as profits climb 

Audi, the luxury cars subsidiary of -Germany's - 
Volkswagen group, was yesterday upbeat on 1997 
performance after more than doubting net profits from 
DMlUm to DM302m (Sl79m) in 1996. 

Pre-tax profits climbed 46.5 per cent to a record 
DM862m, underlining tb& sharp recovery since the early . '• 
1990s. Turnover rose 12.8 per dent to DMl8.8bn. and unit 
sales 9.9 per cent to 492,046. - Sarah Althaus, FranJtfurt 

US troubles drive JSS into red 

Problems at its US subsidiary have driven International . 
Service System, the Danish-bated contract cleaning 
company , into a loss qC DKrLSSbn ($287m) in 1996, and cut 
its year-end equity capital from DKr&fighn to DKr876m. Jtt 
blamed accounting Irregularities and lnsliffirient 
self-insurance cover at ISS Inc, which were discovered . 
last summer. _ Hilary Barnes Copenhagen 

Volvo to name new chairman 

Volvo said it would same a new chairman today after the 
death yesterday of Mr Bert-Olof Svanholm, who had -1 

headed the Swedish car and truefcraaker since 1994. Mr . 
Svanbbhn, who also headed Sweden’s industry federation, 
was appointed to the Volvo post after the failed merger . 
with Renault in 1994. ' Greg Mcfvar, Stockholm 

Eni edges ahead to L4,450bn - 

Eni. Italy’s partially-privatised oil grbup, yesterday 
reported a 2J3 per cent rise in its 1996 consolidated net 
profits to L4,450bn ($2.63bn). Operating profits fell from 
Ll0^92bnin l995to L9,600hn, reflecting a slump in 
petxodwmicaleaxning3 to L200bn from L2,tfI8bn the year 
before. Sales rose only marginally by 18 per cent to 
L57,6S0bn_ Paul Betts, Milan 

Tele Danmark earnings fall 

Pre-tax profits at Tele Danmark, the partly-privatised 
Danish telecommunications operator, fall 7.2 per emit last •’ 
year, from DKr5.4Sbn to DKr5.06bn, and net profits 
rierfingri ]_L2 per cent from DKr3.4ttm to DKr&lObn, 
despite turnover ahead 22.7 per cent from DKrlSbn to 
DKr23-30bn (*3.61bn). The group was hit by a steep drop 
in net financial income, from DKri.l6bn to DKzS2Gm, 
reflecting a fall by EKi24Gm to DKr48im to net interest 
income. ' Hilary Barnes. Copenhagen 

VNU seeks US acquisitions 

VNU, the Dutch publisher, is seeking further acquisitions 
in the US, where it is talking to a number at target 
companies, according to Mr Joep Brent) ens, chairman. He . 
was speaking as the group yesterday announced a 18 per 
cent rise in net profits to FI 316m ($166m> for last year, cm 
sales 10 per cent higher at IT &37bn. 

Gordon Cramb, Haarlem 


BANQUE NATION ALE DE PARIS 

A French evaporation irilh a Share Capital cf pPRFJ 5385/t74£25 
Restarts Offices 16 boalenrd dcs IcaDou - 790S9 ekrii 
RcgWcr or ConHneroe and Ccmpaaki of Part* B 642 042 449 

NOTICE OF CALL 

The holders of the bond issues cpecifled'below, issued by BANQUE 
NATIONALS DE PARIS, are hereby called to a General Meeting of 
Baidholders w be held at one of the rooms ia the building located at 13 
boulevard Bsrbfcs, ii P*rb (7501 8): 


April 7, 1977 
April 7, 1997 
April 7, 1997 
Apra&. 1997 
April 8, 1997 
April 8,1997 
April 8: 1997 
ApriSB. 1997 
April 8. 1997 
April 8. 1997 
April 8, 1997 
ApriJS, 1997 
Aprils. 1997 
Aprils, 1997 
April 8, 1997 
April 8, 1997 
April 8. 1997 
April 8, 1997 


n 3.15 pm 
at 3 JO pm 
at 3A5pra 
ar 9.00 am 
a 9.15 am 
at 9.30 am 
at ' 9.45 am 
at 10.00 am 
at 10.15 am 
at 1030 am 
at 1045 am 
at I IjOO am 
at >1:15 am 
at 1130am 
at II <45 am 
at ' 100 pm 
at . US.pm 
at 230 pan 


for the bond 'asoe 
lor the bond issue 
for die bend bnue ~ 
for (be bond issue 
fcr the bond tarn 
for the bond tsaao 
foribebood issue _ 
for the bond insae 
for Ihe bond issue 
Aar (be bond issue 
for die bood issue 
for the bond fame 
far the bond issue 
far die bond tune 
fix the bond issue, 
far 8 k baud issue 
far ihe bond issue 
for die bond issue 


73* 

. CAIOQ 
yj/yv 

9.0* 

91/97 

9.0% 

94/99 

105* 

92/99 

85* 

94/97 

63/8% 

93/97 

PLR 

86/XX 

00% 

82/99 

8.75* 

97/2002 

7.75* 

930003 

1085* 

930003 

9.0% 

sanaa 

PLR 

85/97 

6.25% 

. 9409 

FLR 

93/2003 

6.0% 

92/97 

83/8% 93/2003 

FLR 

920002 


far die purpose of defibemtmg an the following agenda; - 

- fbe report from the Board of Director* oa [heparan] spin-off by BJiP^ to 
its subsidiary BJNJ*. GESTION5 . of all of its assets relating to the 


- me approval of saefa partial spin-off; 1 

- [be powers ro cany out Aetqany -required publicity formalities. 

In order to be e&gfete to attend or to be represented by proxy at foe above 
Geaeml Meetings of EondhoUers. the holders a f registered bends umK be 
listed in an account with foe Company, at least fare (5) days prior u foe date 
scheduled for foe mectW. 



NatWest Markets 


Appear in H» Ffaaidal Times 
on Tuesday*, Fridays and 
Saturday*. 

For farther fnfmitatJoff 
or to advertta* In tNt erection 
please contact 
KadLopfon OU1-C734874 


iiilllilii 


ft 

Basque Paribas 
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COMPANIES AND FINANCE: KRUPP’S MOVE ON THYSSEN 


THE KRUPP HOESCH CHIEF EXECUTIVE 


Cromme lives up to his reputation 


By Michael Lindemann 

J • . ' r . 

There will have been wry 
smiles in boardrooms across 
German; yesterday as news 
trickled Oat that Mr Gerhard 
Cromme; Krupp chief execu- 
tive, was . at it again. 

His surprise bid for Thys- 
sen, Kru&p's larger rival. 
Immediately evokes memo- 
ries of Mr -Gramme's highly 
secretive DMl.Sbn (S888m) 
bid for Hoesch, the steel and 
engineering group, based 
east of Krupp in the Ruhr 
town of- Dortmund. . 

By picking on Thyssen, Mr 
Cromme has settled- for. his 
western neighbours this 
time,' headquartered on the 
banks of the Rhine in down- 
town Dflsseldorf, an urbane 
setting which is a world 
away from grimy . Essen 
where Krupp is based. 

For years Krupp and Thys- 
sen have been edging 
towards closer co-operation. 
Several steel businesses, 
ranging foam stainless to tin 
plate, have merged with 
either Thyssen or Krupp tak- 
ing management control. 

But things clearly were 
not happening fast enough 
for 53-year-old Mr Cromme. 

As the architect of. the 



Gerhard Cromme; has sought to minimise the risks by bringing Germany's two biggest banks cm board as advisers 


Hoesch bid, Germany's only 
significant hostile takeover 
in decades, he and his four- 
man board have experience 
unparalleled in Germany. 

They snatched Hoesch 
from under the noses of an 
unsuspecting Deutsche 


Bank, Germany's largest, 
which ran the Hoesch super- 
visory board. 

They also saw off consider- 
able pressure from the 
unions in the Ruhr region, 
which historically have dose 
links with the Social Demo- 


crat government of North 
Rhine-Westphalia, the state 
where Krupp and Thyssen 
are based. 

Both the unions and the 
politicians much prefer con- 
sensus to the sort of confron- 
tation Mr Cromme was - 


and is again - offering. 

The angry steel workers 
outside his office yesterday 
morning will have reminded 
Mr Cromme of the uglier 
scenes during the Hoesch 
takeover in 1992. 

But Mr Cromme has 


sought to minimise the risks 
by bringing Germany's two 
biggest banks, Deutsche and 
Dresdner. on board as advis- 
ers, alongside Goldman 
Sachs, the US investment 
bank. 

The financing has also 
been agreed with these three 
hanks "and others”, suggest- 
ing that Germany's banking 
community has, perhaps 
grudgingly, been persuaded 
that hostile takeovers ««n 
work. 

That is in no small part 
due to the persuasive charm 
of teacher's son from north- 
ern Germany who first 
arrived at Krupp's steel- 
works in 1988. 

At the time, the German 
conglomerate, mostly owned 
by the Krupp foundation, 
was hanging on by the skin 
of tts teeth, big in industries 
with little growth. 

Perhaps the greatest irony 
is that it was Mr Dieter 
Spethmann, Thyssen chief 
executive, who approached 
Krupp in 1988, suggesting 
that they sell out to their 
bigger neighbours in DQssel- 
dorf. 

Within nine years, Mr 
Cromme has ensured that 
the tables have been turned. 



THE THYSSEN CHIEF EXECUTIVE 


Yogel faces uphill struggle 


Dieter Vogel: one setback after another 


Router 


By Iffichaet Lindemann 

News that Krupp was 
mounting a hostile bid for 
Thyssen, one of the world's 
best-known steelmakers, will 
have confirmed the impres- 
sion that Mr Dieter Vogel 
hag never really found his 
feet after becoming Thyssen 
chief executive a year ago. 

When he took over last 
March, he became the first 
chief executive at Thyssen 
who did not came from the 
steel industry. Given his 
background at Bertelsmann, 
the media group, and years 
at a German Mittelstand 
company, a change of cut 
ture was widely expected. 

That change has not, how- 
ever, gone quite as Mr Vogel 
planned. 


The telecoms strategy 
which he hatched at Thys- 
sen Handelsunion, the trade 
and services subsidiary 
which he ran for 10 years 
before taking the group’s 
helm, Is largely discredited. 

He failed to win the bid for 
ihe Deutsche Kahn telecoms 
network last summer and 
has not yet found a heavy- 
weight international partner. 

Moreover, the fact that 
Thyssen is mostly In cyclical 
businesses such as steel and 
engineering meant analysts 
were loath to believe it bad 
the ftmds to mount a credi- 
ble telecoms strategy. 

The telecoms setback 
seemed innocuous, however, 
when state prosecutors made 
a dawn raid on Mr Vogel's 
house last August, armed 


with an arrest warrant 

As boss of Thyssen's Han- 
delsunion, Mr Vogel master- 
minded the takeover of AHB- 
Metallurgiehandel, the big- 
gest metals trading company 
in fanner East Germany. 

Following the takeover, 
Thyssen executives are 
alleged to have inflated 
bills for retraining and other 
services and pocketed the 
proceeds. Mr Vogel rushed 
back from holiday into a 
Dfisseldorf courtroom and 
the arrest warrant was 
quickly suspended. However, 
the Berlin state prosecutors 
are continuing their investi- 
gations. 

Last November, Thyssen 
announced a restructuring 
of its activities, selling off 
the defence equipment busi- 


ness and withdrawing from 
coal and oil trading. 

However, Mr Vogel's mea- 
sures have not won the sort 
of applause from analysts 
which Mr Geerhard Cromme 
has earned for his more 
ambitious changes at Krupp. 

Moreover, while Mr Vogel 
inspires fierce allegiance 
among Thyssen executives, 
he lacks the charisma which 
has helped Mr Cromme turn 
Krupp around. 

Thyssen has vowed to find 
partners to help fight off 
Krupp, and as Germany's 
biggest steelmaker that is no 
idle threat. Mr Vogel, 
though, is already on his 
back foot after last year's 
setbacks, and he looks to be 
facing an uphill struggle to 
turn the tables on Krupp. 



Compagnie Generate des Etablissements Michelin 

1996 results - Consolidated, net profit: FRF 3.1 billion 

There was considerable contrast in the growth of business activity an the main markets in 1996. Those in Western Europe 
did not benefit from the expected economic improvement; North American markets, however, con tinued to gain 
momentum fronv-a stronger overall growth rate than had been foreseen, alter the high levels of activity prevailing there at 
the end of 1995. In other markets, particularly Asia and South America whose importance for the Group is increasing 
steadily, business growth rates have generally been high. 

Michelin sales volume for the year increased in total by 6.4% over the previous period, which itself had set a Group record. 
Safrs in European markets remained flat, while in North America they increased slightly. The main source of growth in 1996 
was in taher markets. 

The sales volume increase was obtained against a backdrop of general price stability. 

Trading profit for the year amounted to almost FRF7 billion, nearly 10% of sales. 

After accounting for exceptional items, consolidated net profit was FRF3.I billion compared with 2.9 billion in 1995. 


Main items, 

consolidated profit and loss statement 


FRF million 

1995 

1996 

Net soles 

66,110 

71,246 

Trading profit. 

. 5,698 

6,956 

Net financial expense 

-C1.715) 

(1,403) 

Ordinary profit 

3.983 

5,553 

Exceptional profit (loss) 

72 

(845) 

Depredation of goodwill 

(109) 

(149) 

Tax on profit 

-.(984) 

(1355) 

Share of profit floss) of associates 

(1) 

(92) 

Profit 

2,961 

3,112 

of which: Group 

2.796 

2,892 

Minority interests 

165 

220 

Profit before exceptional hems 

/ v ' 2.689 

3,957 

Cash Dow 

4358 • 

8357 


1996 FINANCIAL RESULTS 

Net sales were higher.' in total by 7.8% over die 
previous period. The increase resulted mainly from 
the growth in sales volume. 

Trading profit rose by FRF 1,2 58 million in 1996, 
an increase. of more than 20% over the previous 
year. - 

Net finawrtal expense represented 2.0% of sales, 
versus 2.6% the previous year. The drop in 
ordinary financial -expense resulted mainly from 
reduced indebtedness: 

■ Exceptional losses 'amounted to FRF845 million, 
due to provisions covering expenses related co 

personnel • layoff, plans, off-balance sheet 
commitments and exceptional capital gains. 

Consolidated net profit for the year after charging 

the exceptional items was FRF3.112 miHion. • . 

Cash flow for the year reached FRF8357 million, nearly twice the amount for the previous 12 months. Total capital 
investments during the year, including financial investments and ner of disposals, came to 3.3 billion, leaving a cash flow 
surplus of five bilUon. . 

Total financial debt, including subordinated debt, was reduced by FRF3.4 bUfion to 22.8 biffion ® 31 D««te I Wjj 
The ratio of financial debt to. stockholders equity was thus brought down from 2.02 at the end of 1995 to 1.31 at 31 
December 1996. 

Thc accouras orCompagni' WtttaU tfes SubHsscmcnts Michdin show * proB. for Ac year 1996 of FRF79WW.82M3. 

They taw been submitted to Ae Coastal* Survetllance of Ae Company The Managing Parm.erswffl eomene *£ totta 1 
Central Meeting of stockholders, to be held at 9.30 am on 12 June 1997 at arf wJ 

distribution of a net ditudend of FRF3.30 per B and per pamally tedeetued K statemtd FRR.WperA capital 

share. Al the option of the stockholder, dividends will be paid in cash or m B shares,. 

TRENDS AND OUTLOOK : . / V 

Tire markets should in 1997 experience a grow* scenario similar to A*ofl996; IcsspmnoUucedinAe developed markets 

of Euro dc North America and Japan than in those of emetgent.oatmm». " • • ■" " ? • . . . 

in the markets for raw maun** apd again* * backdrop of conrfmnng economic growth 

aoS^dv Set^'uT^ nmovadaa arul mducutg opemriug and teudal expense 

a They will be tMinuined to; ensrue Mitheliuk conumung compenuveness tn 

international tire markets. 


This advertisement is issued in compliance with the 
requirements or the London Stock Exchange Limited (“the 
London Stock Exchange'}. It does not consttuteSn Offer or fiomi 
partofanyoffer or fnvitattontoseUorissae,aranysolkXatlonof 
an offer to purchase or subscribe (or, any shares fn DBS 
Management pic [the “Company^. 

Application has been matte to the L wwfan Stock Exchange for the 
whole or the ordinary share cap/ra/ of the Company tn issue to he 
admitted to the Offitiaf List or the London Stock Exchange, ft is 

expected that admission to the Official List will become effective 
and that dealings in such shares wHI commence on 24 March 
1997. 


DBS Management pic 

(Incorporated in England and Wales with registered No 1451043) 

Introduction to the Official List 

by 


NatWest Markets 

of the whole of the Issued ordinary share capital 
of DBS Management pic 


AuwnnMW 

Number Amount 

IDO . 000.000 £ 5.000000 vMwyi 


iMSpaacn 


MUMtWWWtrPUd 

Numbw Amount 

8381090 IA3AX00 


DBS supplies support services to end operates the largest 
network of Independent financial advisers (“IFAs") In the UK. 
These IFAs provide Independent advice on retirement planning 
and life assurance products, unit trusts, single premium 
investment bonds, PEPs. critical IDness and Other protection 
products and mortgage repayment schemes. 

Copies of the Listing Particulars published on 18 March 1997 
may be obtained during normal business hours on any weekday 

(Saturdays, Sundays and public holidays excepted) from the date 

of this notice up to and Including Monday. 2 April 1997 from the 
Company Announcements Office, the London Stock Exchange. 
Cape/ Court entrance, off Bartholomew Lane, London EC2N 1HP 
(for collection only) and from 

Narwosr Msrtrws DBS Management ptt de Zbmt A Bnw L/mttetf 

Corporate Ftoam llmM Independence House EbogateHousa 
Lion House Hottr Bank flood 2 Stum Lane 

41 York Place HutttorUMd London 

Leeds LSI SEP HD33HN EC9R37S 


19 March 1997 


#%Beneficiar 

Beneficial Bank PLC 
£150,000,000 
Guaranteed Floating Rate 
Notes due 1998 
The notes will bear interest 
ol 83125% per annum from 17 
March 1997 to 17 June 1997. 
Interest payable on 17 June 
1397 will amoanrro5J59.il 

per 910,000 note and5J.59L10 
per SI 00,000 note. 

Agent Morgan Guaranty 
Trust Company 

JP Morgan 


SG A SOCIETE GENERALE 
ACCEPTANCE N.V. 

FRF 300 000 000 
REVERSE FLOATING 
RATE NOTES DDE 
DECEMBER 1999 
ISIN CODE : XS0040631805 

For the period Much 17, 
1997 to June 17, 1997 lie 
new rate has been fixed at 
-16J25 % P.A. 

Next payment dale : 

Jane 17. 1997 
Coupon nr; 17 
Amount : 

FRF4 152.78 for (be 
desomumou of FRF 100 000 
FRF41 527.78 for the 
denomination of FRF I 000000 

THE PRINCIPAL PAYING ACEOT 
BOOSTS CBBMUE 
ramcatrustsafLuxemboubg 


A true reflection 

of real growth 



Akbank enters 1997 in a stronger position than ever, 
due to the remarkable level of growth that was 
achieved In Ippd. 

The loan portfolio climbed by 45% in 1996. mirroring 
the strong and continuing commitment of Akbank 
to its customers. This customer-oriented approach 
resulted in an IBM Increase in loud assets, reflecting 
the high real growth Akbank experienced during 
the year. 

Akbank has long ranked as the most profitable 
institution in Turkey. 1996 is no exception. 

Akbank prepares its financial statements according 
to prudent and conservative accounting principles, 
setting aside full provisions for deferred tax liabilities. 

1996 results surest to Akbank's earning power* what's 
more, the numbers certify Akbank's commitment to 
candor In the presentation of Its financials. 


FINANCIAL HIGHLIGHTS* 


(US $ millions) 

1995 

1996 


ASSETS 

3,691 

4349 

up 18% 

LOANS 

914 

1325 

up 45% 

DEPOSITS 

2395 

3,108 

up 20% 

STOCKHOLDERS' EQUITY 

606 

804 

up 1 4% 

BEFORE TAX INCOME 

353 

506 

up 43% 

NET INCOME 

247 

351 

up 42% 

Return on Average Equity 

50.3% 

493% 


Return on Average Assets 

73% 

67% 



■audfced by Pnre Waurbouse 


For more information 
Saband Ccnte 


AKBANK 


idon and a copy of our 1996 Annual Kepore Please contact Mr. Hayri qulhaci, Deputy General Manager 
r, 4. Levent 8Q7S5 Istanbul-Turkey Tel; (90-2121 278 57 91 Fax; (90-212) 284 16 20 
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INVITATION FOR EXPRESSIONS OF 
INTEREST FOR FINANCIAL ADVISORS FOR 
IMPLEMENTING PRIVATIZATION OF 


BANCO INTERNACIONAL DE COSTA RICA 


T he Government of Costa Rica is embarking on a Privatization 
Program, and the privatization of the Banco Intemadonal de Costa 
Rica Ltd. (BIOS A.) wili constitute an early and important transaction 
in the program. The Government's objectives with the privatization of BICSA 
are to: 

• Imp rove the quality apd diversity of banking services in Costa Rica; 
• Accelerate the expansion of the banking network 
• Maximize the proceeds of the sale 
• Strengthen the commercialization of BICSA operations; and 
• Transfer state-of-the-art banking technology and modernize systems 
and operations 


Ir is the Government's intention to engage a qualified Financial 
Advisor (FA) through Banco National de Costa Rica (BNCR) to prepare and 
execute the divestiture of BICSA to a Strategic Partner in a transparent 
manner. The FA will be responsible for all activities related to the 
implementation of the transaction. 


Expressions of interest to act as the Financial Advisors to the 
Government of Costa Rica are requested from World-class finns/consortia 
; that have acted as the lead-advisor to a government in a sale of a substantial 
proportion of a m ajor banking company to a strategic investor . 


Prospective firms/consortia, may send their expression of interest by 
3:00 p.m. local time, Friday, March 28, 1997, along with relevant and 
detailed documentation demonstrating that they meet the above specified 
criteria, to: 


Rodrigo Oreamuno 

Vice President of Costa Rica 
San Jose, Costa Rica 

Td: (506) 283-3776; Fax (506) 253-3011. 


NOTE: This Advertisement does not constitute an invitation for potentially 
interested investors to initiate contacts with the Government of Costa Rica. 


TM» umotaMoni appeax « a flutter of rand aefy 


1997 INVESTMENTS TO DATE 


£20n>MBO«J 


£I4m MBI of 

QLARTICMOTOR 


ASSOCIATED 

GROUP 


ASPHALT 

Retail Motor Group . , 


Highway Construction 

. * 5 '• * 


and 



Facilities Management 

i Equaled, structured 


• Equity led. structured 

tad wjderwntten by 


and underwitoefl by 

"! Gresham Tkust pXc. 

Sm 

Gresham TknstftiUv 

. - 




-£12m funding, 
for the scqis#ia of 




TEDDINGTONSTO&IOS 
by Barnes Trust : 
Media Ltd 




Equity led, ^fractured 
and underwritten fay 
Gresham Trust p-Lc. 


£l(hn Re-engineered - 
MBOof 

PRESSWORK 
(METALS) LTD 

Automotive Components 
Supplier 

Equity led, structured 
and underwritten by 
Gresham Trust pJLc. 


. MBGotf 
POLIC* MASTER 

Insurance 

Software 

Supplier 


• Equity ted, structured 
and underwritten by 
Gresham Trust pJLc. 
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EQUITY CAPITAL FOR MANAGEMENT 


Bnoma Hew. Godtun Sun. Loadm EC-V THE 
FuOI7l'MW 3JT0 Trfcpbnuc 0I71-S06 WM 


RcgidaBsd ’bgr ibe SccwlOes and rmucs Aodwrny 


FIDELITY GLOBAL SELECTION FUND 

Soc&bS dlnvestisseraent & Capital Variable 
Kaosallis House, Place de I'EtoUc. 

L-1021 Luxembourg 

R.C. Luxembourg B 27323 


NOTICE OF EXTRAORDINARY GENERAL MEETING 


Notice is hereby given that an Extraordinary Genera] Meeting of Shareholders of Fidelity Global 
Selection Fund Sicav (’the Company will be held at the registered office of the Company in 
Luxembourg an March 28, 1997 at 11.00 a.m. to consider the following ag enda- 

1. To resolve to liquidate Fidelity Global Selection Fund. 

2. To appoint Fidelity Investments Luxembourg S A. as tie Liquidator and to determine tie 
powers to be granted to tie Liquidator and tie liquidation procedure. 

3. To fix tie date of the second Shareholders' Meeting to bear tbe Report of tire Liquidator and 
to appoint Coopers & Lybrand as tbe Auditors of tie Company. 

4. To fix tie dale of the third Meeting of Shareholders to hear tie Report of tie Auditor and to 
decide tbe close of tie Liquidation of tie Company. 

In order to deliberate validly on item I of tie agenda, at least SO % of the shares issued must be 
represented at tie Meeting, and a decision in favour of tie Resolution must be approved by 
Shareholders holding at least 2/3 of die shares represented at tbe Meeting. 

Subject to tie limitations imposed! by die Articles of Incorporation of tie Company with regard 
to ownership of shares which constitute in tie aggregate mare than three percent (3 %) of the 
outstanding shares, each share. is entitled to one vote. A shareholder may act at any Meeting by 
proxy. 


Dated: January 27, 1997 
By Order of tie Board of Directors 






f- .B.Wi r-V.. 
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COMPANIES AND FINANCES ASIA-PACIFIC ; ; 

Michiyo Nakamoto reports on repositioning among Japanese telecoms carriers 


£0 


Japan Telecom to NTT 
merge with ITJ partr 


Japan Telecom, the long- 
distance operator, and ITJ, 
the international carrier, 
yesterday unveiled details of 
a merger that will create 
Japan’s second-hugest wire- 
line operator and foe third- 
largest telecoms company on 
a consolidated revenue basis. 

This is the first merger in 
the Japanese telecoms indus- 
try. The two companies, 
which last week confirmed 
they were in talks, will 
merge in October to provide 
seamless services by combin- 
ing Japan Telecom’s domes- 
tic network with ITJ’a Inter- 
national network. 

The offer terms are 12 
shares in Japan Telecom, 
which is affiliated to private 
railway companies, far each 
share in ITJ. 

JTJ’s shareholders include 
most of the leading trading 

companies and Matsushita, 
the consumer electronics 
maker. 

Japan Telecom is forecast- 
ing revenues of Y400bn 
($3.23bn) in the year to 
March 1998 and recurring 
profits of Y41bn. 


Mr Koichi Sakata, presi- 
dent of Japan Telecom, will 
be president of the new 
company. 

Mr Torn Ogawa, president 
of ITJ, will be executive 
vice-president. 

It will create the second 
largest Japanese telecoms 
company offering wireline 
services, and the third larg- 
est telecoms group tf mobile 
operations are included. 
That is after NTT, the larg- 
est operator, and the DDI 
group, which has 
long-distance and cellular 
operations. 

The deal comes in 
response to deregulation and 
intensifying international 
competition. 

In particular, this year the 
Japanese government is lift- 
ing the barriers between 
international and domestic 
operations, which had 
restricted NTT, the industry 
giant, to domestic business, 
and HDD, tbe largest inter- 
national carrier, to interna- 
tional services. 

The move Is forcing 
smaller Japanese telecoms 


companies to form alliances 
hi order to survive greater 
competition. 

ITJ, a smaller carrier, 
feces an Increasingly harsh 
international market, where 
cheap call-back services 
have undermined profits, 

Recurring profits at ITJ 
dropped 85 per cent from 
Y2bn in the first half of last 
fiscal year to YSOQm in tbe 
first half of this year. 

This was mainly due to 
the adverse impact of call- 
back services!, points out Mr 
Eric Gan, industry analyst at 
Goldman Sachs in Tokyo. 

Analysts said that the 
merged company would still 
face a difficult time compet- 
ing effectively with JNTT, 
even after NTT breaks up in 
two years into one 
long-distance and two 
regional carriers under a 
holding company. 

The newly-merged com- 
pany would compete with 
the long-distance NTT, 
which has revenues of about 
Y 900 bn, compared with, 
Japan Telecom's forecast 
revenues of Y500hn in 199a 


NTT, . Japan’s - largest 
telecoms operator, is oaastih 
ertng investing hi an under- 
sea . flbre-optic cable net- 
work together with AT&T, 
the DS telecoms grog* and 
(MU|l 
ministry. .. 

The investment to the DS- 
China cable would be a first 
for NTT. 

It highlights the compa- 
hy’s ambitions to become a 
significant international 
competitor, once it is 
allowed to oondnet interna- 
tional business, later this 
Year. 

The project ts expected to 
cast.Yieobn (f809m) over 
tivree yean and will span a 
route that has drawn grow- 
in g tele coms traffic. 

NTF& investment would 
help secure me of the cable 
when NTT enters the inter- 
national market, paints out 
Mr Eric Gas, industry ana- 
lyst at Goldman Sacha to 
To kyo. 

NTT's plans to enter the 
market have already trig, 
gered moves among Japa- 
nese companies to form alli- 


ances to cesgett -with tfe 
"world 1 * laxprvf tateauas ' 
cantor. . ; - ■ 

Japan TeNaaf* merger 
with ITJ to to nwtt recent 
example, while KBD, 
..Japan 1 * lwgwt totem*, 
tional operate, has tied up 
with teleceto operators 
linked with the power, oath 

pawfaar - V • • 

NTT sank h»d wrt yct 
reached a wctolon uh the 
investment, tot toetwnh an \ 
investment noU betehne 
with ito poky, onQtoto by 
Mr Junichto Bfiyaro, presi- 
dent, to fontpmtowTOrips 
with dtftawt maisente to 
hulld up international 
aoesfatkoaa. - . - 

Foreign tkcevto compa- 
nies safe wATAT, British 
Telecommmtoations •- -and 
Deutsche >tekowr have 
been oomthg W 1 to be the 
Asian parser to their 
global alUenea. 

Mr Miyan said earlier 
fota year toft WT woaW 

link with a lumber of part- 
ners on a caahycaw basis, 
rather tha n to m up to one 
global alfiento. * 
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Provisions hit 


at 


By John Rkhfing 
in Hong Kong 


Dairy Farm, the food 
retailing arm off the Jardine 
Matheson group, yesterday 
announced a 79 per cent fall 
in net profits last year, to 
US$27Pm, after provisions of 
US$77.5m for restructuring 
at its Australian and UK 
operations- 

Despite the sharp fell, the 
group maintained the fall- 
year dividend at six US 
cents. 

Mr Chris Nelson, acting 
chief executive and head of a 
new management team 
which took over last sum- 
mer, said the provisions for 
Franklins in Australia 
marked a decision to acceler- 
ate an overhaul of stores. 

Dairy Farm said the 
restructuring, which 
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involves changing “no-fnn*' 
stores to fresh produce 
stores, was yielding strong 
improvements in trading 
performance in Australia 
but added that continued 
investments would “hold 


back profit recovery for the 
next two years”. 

The provisions for foe UK, 
which amounted to 
USga&On, followed foe pre- 
viously announced restruct- 
uring at Kwik Save, of which 


Dairy Farm, owns 29 per 
cent Mr Kdouard Ettedgto. 
finance director, said , foe 
company had no intention of 
selling the stoke and backed 
the restructuring plan at its 
UK associate. 

Before provisions, operat- 
ing profits fell, from 
U&$1 45.7m to USg97.9m. 
while Mminp per share, 
including non-recurring 
items, faB 80 per cent to L60 
US cents. 

Sales rose 12 per cent to 
USj6.97hn, while capital 
expenditure of USfStfflto 
enabled the group to open 
143 new stares, taking the 
total to LJ518 at tbe end of 
1998. 

Despite the problems to 
Australia and foe UK, Dairy 
Farm pointed to bright 
spots, including foe perfor- 
mance by Maxim's Caterers, 


steady sal 
growth to I 


and profit 
E Kau& and 


spore and Nw Zealand 

Mr Nebonaidd foe focus 
of future exppsfoa would be 
in Asia, white the group is 
investing tofouthem china 
au d in4b* 

Setbacks ti Australia onrer 
foe past few 'em*, including 
a slow reacton to Sumter 
trading anj exceptional 
losses relate! to inventory 
errors, have attributed to a 
series of disappointing 
reseat*. 

However, ffir EttedgtosakJ 
foe companfe finaudal pow- 
fiw remaioti rehash At the 
end off net debMo- 

eqvdty ratiq stood at abemt 
IS per cent, while cash .flow 
from operating activities . 
rose from u3*2flQ.4m to 1995 
to US3289J*, T 


Shindongbang abandons 
hostile bid for Midopa 


Strong rise at 


By Jack Button m Seoul 


Shindongbang, which 
launched one of South 
Korea’s first hostile takeover 
bids by trying to acquire 
Midopa department stores, 
has abandoned the move to 
response to apposition from 
big business groups. 

The takeover collapsed 
after Sungwon Construction, 
which originally supported 
foe bid by Shindongbang, 


switched sides by selling its 
12.6 per cent stake in Midopa 
to its current owner, foe Dai- 
nong group. 

Tbe deal gave Datoong a 
secure 45.5 per cent stake in 
Midopa, one of Korea’s lead- 
ing department store chains. 

Shindongbang had 
mounted its bid with tbe 
support of Korea Industrial 
and foe Peregrine financial 
group of Hong Kong. 

Sungwon defected to Afido- 


pa’s current owners after foe 
Federation of Korean Indus- 
tries, which represents foe 
nation's leading conglomer- 
ates, warned last week it 
would act to stop any hostile 
takeovers in an effort to 
maintain economic stability. 

Shindon gbang launched 
the bid for Midopa to antici- 
pation of new merger and 
acquisition rules that would 
allow hostile takeovers froth 
next month. i 


By Louise I inafr 
in Hon&Kong 


Asia Satellite Tala* 
communications yesterday 
reported a big increase to 
net profits in its first full- 
year results since listing to 
New York and Hong Kong 
last June. 

Net profits more than dou- 
bled, from HKJ 168 .&H to 1995 
to BK $ m aai, (ustsim) feat 
year. 


Mr Petei Jackson, chief 
executive rffficer. said the 
main engtos of growth vrere 
foe addithn of two opera- 
. tkmto satefites last year and- 
greater fore anticipated^ 
demand foitranspondere, to 
part a r^ult of general 
growth to Vtian economies. 

Earning per share also 
more that doubled, from 
HK90.4S ft 1995 to HKtLOl 
last year, The debut divi- 
dmd is HfiKU.0 a share- 


Australian banks eye 
securitisation route 

T his week's US$7 00m '' v' plus capital. Earnings pe 
bond Issue by Pu m a. ' share would also behigber. 

Australia's largest / Other banks have vet b 
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T his week's US$700m 
bond Issue by Puma, 
Australia's largest 
mortgage securitisation com- 
pany, is likely to be the first 
of many Australian mort- 
gage-backed issues, bankers 
and analysts say. 

Not only is Australia 
changing its regulations to 
exempt such Issues from 
withoiding tax, but more 
banks are likely to turn. , to 
securitisation as pressure on 
interest margins reduces the 
return from keeping loans 
on their balance sheets. 

‘The argument that secur- 
itisation is not economically 
viable is now erroneous," 
says Mr Stephen Kench, of 
Prudenttol-Bache Securities. 

Two years ago, margins on 
mortgage-backed securities 
issued in the Australian 
market were 60 basis points 
over bank bills. Now, thanks 
to demand freon Australia's 
fast-growing pension funds, 
that margin has dropped to 
less than 20 basis points. 

According to Mr Kench, 
the opening up of an interna- 
tional market to Australian 
mortgage-backed securities 
is likely to depress the mar- 
gin further to about 10 bads 
points. 

With competition pushing 
mortgage lending margins 
down to only 150 basis 
points, it makes sense for 
banks to securitise their 
mortgages and pay back sur- 
plus capital to shareholders, 
So far, Westpac is the only 
bank to have gone this 
route. Mr Marten Touw, 
Westpac group treasurer. 












says the hank expects to sec- 
uritise some. A$3bn 
($USk38hn) wtafo of mort- 
gages this year. 

Westpac has opened a 
mortgage processing centre 
to Adelaide to help generate 
additional business, ft arms 
to imitate US mortgage cam-, 
parties which use securitisa- 
tion to trajosact large vol- 
umes while committing 
s mall amounts of capital. 

"What's driving us is 
return to our shareholders ” 
Mr Touw says. At 14.6 per 
cent, Westpac’s return on 
equity is foe lowest among 
Australia's four largest 
banka. 


U sing foe growth of 
Citibank's mortgage 
securitisation in the 
US as a model, Mr Kench 
calculates that Westpac’s 
return cm equity could grow 
to 1£5 per cent by 2000 as 
securitisation increasingly 
permits it to repurchase sur- 


plus capital. Earnings per 
share would also be higher. 

Other banks have yet to 
follow Westpac’s example. 
Even at the current 
depressed level of mortgage 
margins, they say they are 
still enjoying a reasonable 
return. 

The economics are not 
there to justify removing 
assets from foe balance 
sheet,” says Mr Greg Con- 
way, head of mortgages at 
National Australia bank. 1 
Some believe banks' ability ; 
to swallow foe halving of 
mortgage margins over the 
last two years suggests they 
were making excessive 
returns to the past 

H Non-bank lenders have 
been quite successful in 
their c am p a i gn to persuade 
the consumers that foe 
banks were just milking 
them," says Mr Patrick Eng, 
of Moody's Investor Services. 

But, according to Mr 
Kench, the lower cost of 
issuing mortgage-backed 
securities means there 
would now be a net benefit 
to all four leading banks 
from securitising loans and 
paying back capital 

That benefit is greatest at 
National Australia Bank, 
since its capital ratio is 
higher than at other hanfrn 
he says. However, given its 
he avy co ncentration of price- 
sensitive domestic loans an 
its balance sheet, foe temp- 
tation to securitise may be 
greatest at Commonwealth 
Bank, he adds. 
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All of these Securit ies have been sold. This an nou ncement appears as a matter of record only. 



Telefonica deEspaha, SA. 
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Common Stock 
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preliminary results 


Building on operational strengths, we intend to realise our 
potential by focusing resources on higher added value 
products and markets with higher growth opportunities. 
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1995 
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Turnover 

950.0 

1018.5 


Profit before interest 

55.5 

63.4 


Profit before tax 

45.6 

53.1 


Earnings pei share 

15Jp 

20.0p 


Dividends per share 

18.9j>‘ 

18.9p’ 
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wtach tbr An* m sa mran. air us&Ue from 4ch AprS from die Sammy, Dcfca fdc, 
I KmpMf. London WGBtiXF. Telephone IH71-H6 3S1S. 
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This notice is issued In compliance with the requirements at London Stock Exchange Limited 
(“the London Stock Exchange"). It does not constitute an offer of, or an invitation to any person to 
subscribe for or purchase any of the Company’s ordinary shares. 

Application has been made to the London Stock Exchange for all of the Company's ordinary 
share capital to be admitted to the Official List. It la expected that dealings In the ordinary shares 
will commence on 24 March 1897. 


DIAGONAL PLC 

(lncorporagd In England and WaM under Via Oampanlaa Act IBM wtth raoWarad number 7IS33S3) 

Placing by 

HENDERSON CROSTHWA1TE CORPORATE FINANCE 

■ dNMon el Outnnaaa Mahon S Co. Umttad 

Off 

4,568,531 Ordinary Shares off lOp each at 275 pence per share 


Share Capital Immediately following the Placing 


AuhofoBd 

Namier Amount 
30500000 0,050000 


ordinary shares ok top eacf> 


issued and titty pad 
Number Amoat 
«,5B5 81 E1051353l1O 


Copies of listing particulars relating to the above have been published and are available during 
normal business hours on any weekday (Saturdays and public holidays excepted), up to and 
Including 20 March 1997 from the Company Announcements Office of the London Stock Exchange. 
Stock Exchange Tower. Old Broad Street, London EC2 and up to and Including 2 April 1997 from: 


Registered Office: 
DIAGONAL PLC 
Way Court 
Far n ham 
Surrey QUO 7PT 


Sponsor 

Henderson Crosthwaite Corporate Finance 
a division of Guinness Mahon & Co. Limited 
32SL Mary at HIM 
London EC3P3AJ 
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For more 
information 
on your 
markets ... 


Our Management Reports contain 
concise, relevant Information on the 
rapidly changing healthcare, 
pharmaceutical and medical device 
markets worldwide. 

These fad-filled reports ensure you 
stay fully informed and market- 
responsive at afl times, thereby 
providing you with an economical 
alternative to commissioning your 
own research. 
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Fax or mail this 
advertisement to: 

FT PharmaceuHcab & Healthcare 
Publishing, Maple House, 

143 Tottenham Court Road, London 
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Further warning 
hits Dorling shares 


By Christopher Price 

Dgriing Kindersley surprised 
investors yesterday when 
the publisher of highly dis- 
tinctive reference books and 
CD-Roms issued its second 
profits warning In little over 
three months. 

Its statement sent the 
group’s shares down 16 per 
cent and left them almost 
halved from their level prior 
to the December announce- 
ment. 

DK blamed the latest 
warning, which accompan- 
ied Its interim results, on dif- 
ficult conditions in the US 
book and multi-media mar- 
kets. Analysts, who had 
reduced their fun-year profit 
forecasts by 10 per cent in 
December to £l&5m on cur- 
rency concerns, yesterday 
cut them to about £10.5m 
($i6.7m>. Last year, the com- 
pany reported pre-tax profits 
of £17.4nt 

In a further surprise move, 
the company said It was 
chang in g its accounting pol- 
icy to write-off the costs of 
developing its software titles 
as they were incurred. 
Around £25m of the reduc- 
tion in the new forecasts 
was attributed to the 



Peter Kindersley: US book 
market a ‘bloodbath’ 

change of policy. 

Mr Peter Kindersley, chair . 
man and chief executive, 
described ihe US book mar- 
ket as a “bloodbath” with 
independent retailers going 
under as a price war intensi- 
fied among discounting 
superstores. As well as 
impacting on margins, retail- 


ers had also responded by 
cutting stocks and reducing 
orders. 

In an attempt to sidestep 
the US retailing market, DK 
was expanding its direct sell- 
ing operations. DK Family 
Learning. The network has 
94500 agents in the US out of 
20,000 globally. Mr Kinder- 
sley said he hoped to be 
“well on the way" to sourc- 
ing so per cent of group reve- 
nues from DKFL by 2000. 

Pre-tax profits for the half 
year rose 9 per cent to 
£&77Za on a restated basis. 
Under the old accounting 
system, profits increased 4 
per cent to £&44m. Turnover 
rose 10 per coat to £88. 4m. 

Despite the tough condi- 
tions, sales in. the US rose 8 
per cent to £36m. This was 
underpinned with a 79 per 
cent rise in DKFL sales to 
£7.7m. Sales in the UK 
increased 17 per cent to 
E27 jm, while the rest of the 
world improved 6 percent to 
£25. 9m. During the period, 
sales operations had started 
in Russia and Australia at a 
combined cost of £L2m. 

The multimedia division 
was the best performer, rais- 
ing sales by a third to 
£13.lm. 


LEX COMMENT 




Dorling Kindersley has 
demonstrated the penalties 
incurred by growth stocks 
that fan to grow. Its shares 
have fallen 58 per cent 
from their peak last May. 
considerably more than 
presexceptional profit fore- 
casts. At least the problem 
is neither management nor 
demand for its reference 
bocks and multimedia CD- 
Roms. it is primarily a 
change in the US ; retail’ 
market, but this makes ft 

far harder to predict when . . ... . 

the problem can be row.** £5e-. *r 
resolved. Superstores have 
been kflfrng off smaHinde- 

pendent retailers, and in turn changing the tenns of trade 
for Darling. There has been destocking and a squeeze an 
prices, but ihe pain Is not over. 

. That said, Dorling stm has growth, potential. The UK 
business performed strongly. And even irj the US. the 
development o i its own direct sales operation, b paying 
off. This is fortunate, because It is investing considerable 
sums hi replicating this Family Learni n g sales channel 
from Russia to Australia. . 

The company has dearly chosen to write off 1997, and 
has Introduced a more conservative accounting policy 
which will knock £4m off profits. That leaves the shares 
trading at 20 times forecast 1998 earnings. At first sight 
this looks demanding, since the Kindersley family’s hold- 
ing moires the. group bid-proof. Nonetheless, the account: 
tog chawgwa will boost earning s as development costs tall 
off Aral given the strength of the Dorling brand and the 
prospects far the multimedia business, toe rating looks 
mare than justified. 


Stakes lifted in London casino 



By Scheherazade 
Daneshkhu, Leisure 
Industries Correspondent 

The battle in the London 
casino market intensified 
yesterday when Capital Cor- 
poration. the target of a 
£191m (?310m) hostile bid 
from London dobs Interna- 
tional, queried the predator's 
ability to run up-market 
casinos. 

Capital, which operates 
two London casinos and has 
20 per cent of the London 
market, said operating prof- 
its at Loudon Clubs’ Ritz 
casino had fallen by 52 per 


BSG seUs 

motor 

division 

By Richard WoHYe 

BSG International yesterday 
marked an end to 84 years 
of car salesmanship when, it 
sold off its Bristol Street 
dealerships for $72m. 

BSG - which started tife 
in 1913 with a Ford dealer- 
ship in Bristol Street, Bir- 
mingham - agreed to split 


in two by hiving off its 
motor distrfbotion arm to 
concentrate on manufactur- 
ing automotive and aircraft 
products. 

The company will be 
renamed Britax Interna- 
tional, after its brand of car 
components and child seats. 

However Britax is to 
retain a 20 per cent stake in 
the new motor distribution 
business, Brismoco. made 
op of the Bristol Street sales 
operation and part of BSG’s 
leasing operations. 

The management of Bris- 
tol Street, backed by Legal 
& General Ventures, is pay- 
ing £68m in cash awd taking 
£4m of debt for its 80 per 
cent stake in Brismoco. 

BSG is looking to sell sep- 
arately its profitable leasing 
business. Autolease, thought 
to be valued at about £B0m. 

Bristol Street’s sale led to 
an exceptional charge of 
£27.5m for goodwill and 
losses cm disposals tax 1996. 
As a result, pretax profits 
fell from £24. im to £9 -29m. 


LucasVarity 
makes US 
disposal 

LucasVarity, the Anglo-CS 
engineering group, fa as sold 
the North American aero- 
space subsidiary which was 
at the centre of a Pentagon 
inquiry over falsified prod- 
uct Inspection documents 18 
months ago, writes Virginia 
Marsh. 

Lucas Industries, which 
merged with Varity Corpo- 
ration of the US last year, 
paid $88m in October 1995 
to settle claims against 
Geared Systems, its Utah- 
based maker of aircraft 
gearboxes. 

Rolls-Royce, the UK aero- 
space and engineering 
group, is buying the busi- 
ness for an undisclosed sum. 

The disposal is part of 
LucasVarity’s £250m 
restructuring, involving the 
disposal of 13 non-core sub- 
sidiaries. 


cent since flotation in 1394. 
London Clubs had cannibal- 
ised toe Ritz to feed the suc- 
cess of Les Ambassadeors, 
said Mr Garry Nesbitt chair- 
man. Its casino in Cannes 
had. lost £2i m over six years, 
he 

Mr Nesbitt also attacked 
London Clubs’ overseas 
operations, suggesting that 
its Egyptian and Beirut 
operations were at political 
risk. He questioned whether 
its Las' Vegas, South Africa 
and Brussels projects would 
materialise. He urged share- 
holders to consider “whether 
London Clubs’ share price 


RESULTS 


has risen too far on over- 
blown hopes of distant and 
risky ventures". 

Loudon Clubs’ 47-for-IQO 
all-paper hostile hid had 
been launched as a defence, 
he said, against the success 
of Capital’s second London 
casino, the Colony Club, 
which had gr o wn its market 
share from 3 per emit to 10 
per cent. 

But fair Alan Good enough, 
chief executive of London 
Chibs, ite ffteri the ritetaw 
said London Clubs, which 
has roughly 45 per cent of 
the market, had increased its 
share last year: “Capital’s 


ftfrOK 


trade record does not allow 
it to put up a credible 
defence."’ Asked whether he 
was considering raising his 
offer after the first dosing 
date on Tuesday, he said he 
did not rule anything out 
Capital also reported an 
expected fall in pre-tax prof- 
its from £!3JLm to £9£m in 
1996 due to fewer "high roll- 
ers" in the final quarter and 
exceptional costs. These 
included ttBB for the Col- 
ony Club relaunch and £L8m 
consultants’ foes and other 
expenses after weaknesses in 
the group’s purchasing 
systems had been identified. 


Mr Ernest Sharp, deputy 
chairman, said Mr 'Nesbitt 
could never claim. to be *a 
super -duper administrative 
kingpin** but had taken, the 
necessary action to put 
things right. A proposed 
final dividend of 6p main- 
tains the total at 8.125p. 

Mr Alan Hearn, chief exec- 
utive, said the new year had 
started well. “Shareholders 
should not give away value 
and should reject this deri- 
sory offer”. . 

Capital shares fell 3P to 
ZlOp, compared with the 191p 
value of the offer. London 
Cliibs rose lViptO 407p. . 
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Glynwed hurt 
by exceptional 


By Richard Wotffe, 

Mkfiands Correspondent 

Charges relating to its 
long-awaited disposal pro- 
gramme lay behind a 17 per 
cant foil in pretax profits at 
Glynwed International in 

1996. 

Profits at the diversified 
engineering group declined 

to ETO.lm (SllLABm) pre-tax 

after a £16 exceptional 
loss on the disposal of sev- 
eral businesses, including 
Wednesbury Tube, its copper 
tube company. 

Wednesbury, which was 
part of the original Glynwed 
group, was sold to Mueller 
Industries of the US for 
£12£m at the beginning of 
this month. 

Mr Bruce Ralph, chief 
executive, said toe underly- 
ing businesses were held 
back by a combination of the 
collapse in stainless steel 
prices and weak continental 
European markets. Stainless 
steel prices fell 40 per cent 
last year, cutting profits in 
the metal distribution divi- 
sion to £!2m (£2l£m). 

Construction products 
operations - many of which 


were still in line for disposal 
- suffered poor exports 
reflecting continued low 
demand from the Continent 

That was offset by a 
strong performance in con- 
sumer products, including 
the Flavel-Lefotme and Aga- 
Raybura stove and cooker 
businesses. Operating profits 
in the consumer and con- 
struction division fell to 
£&2m (£206m) on sales up 
to £2?44m (£252. 5m). 

Glynwed is preparing to 
launch a range of cast-iron 
cookware under the Aga 
brand to rival Le Creuset 
pots and pans, and to be sold 
through its expanded chafa 
of retail outlets. 

In pipe systems, dgmand 
from UK water companies 
remained strong, while gas 
pipe sales ended the year 
positively, with a fun year 
contribution from, the former 
Victaulic operations, operat- 
ing profits rose by a thud to 
£SL3m C£25.7tn) on Bates up 
from £345.1m to £357.7m. 

Mr Ralph said Glynwed 
was keen to find bolt-on 
acquisitions for its pipe 
systems operations. 
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TWA losses 


deepen to $262.5m 


By Richard. Tomkins 
In Nov York 

Trans Wrald Airlines, the 
troubled US carrier, suffered 
a severe i setback to -.its 
planned recovery in the 
fourth quarter to December, 
the company’s long-delayed 
results shorted yesterday. 

Net losses deepened from 
$Sl'.4m a ^year earlier to 
$26SL5jxn; or $5.56 a share - 
far worse than analysts had 
expected. 1 •' 

hi early New York trading, 
the shares shed $'/* to $6£, a 
an of 7 per cent 

TWA has' failed 'to m ake 


an annual profit since 1988 
and has twice been into 
bankruptcy since 1992. 

Its attempts to stage a 
recovery have been hindered 
by heavy, debts and rela- 
tively high operating costs. 

The company suffered a 
further setback last July 
when a Boeing 747 operating 
its night BOO from New York 
to Paris exploded in the air 
off New York ’8 Long Island, 
killing everyone on board. 
The cause remains a 
mystery. 

TWA’s heavy losses In the 
fourth quarter pushed the 
company into net losses of 


$321,201, or S7J27 a share, for 
the full year, compared to 
losses of S227.5m the year 
before. 

Operating losses were 
$198.5m, compared with 
operating profits of $25. lm 
the year before. 

Mr Gerald Gitner, who 
reluctantly agreed to become 
chairman and chief execu- 
tive after the departure of 
Mr Jeffrey Erickson last 
October, said TWA had expe- 
rienced “an interruption” in 
the process of rebuilding the 
airline in 1996. 

Mr Gitner blamed an 
over-ambitious expansion 


plan last summer that 
resulted in extensive delays 
and cancellations and wide- 
spread inconvenience to 
customers. The crash of 
flight BOO also had “an 
unquantified but significant” 
effect, he said. 

At the end of last year 
TWA revealed plans for big 
cuts in services in and out of 
New York and the replace- 
ment of its jumbo jets with 
smaller aircraft on long-haul 
and Internationa] routes. 

Mr Gitner said that the 
company had begun 
to implement a flight sched- 
ule that was realistic and 


could be flown reliably. 

TWA said its cash balance 
at the year-end was $181. 6m. 
down from $30A3m a year 
earlier. 

Mr Glenn Engel, an ana- 
lyst at Goldman Sachs, said: 
“It's a deeper hole to get oat 
of than you would want.” 

In January, it was 
reported that a New Jersey- 
based investment group 
called Strategic Capital and 
Russia’s Transaero airline 
had together held takeover 
talks with TWA, but TWA 
said yesterday that it had 
not had any recent contacts 
with them. 


BMW takes shine to US production 


Local tastes may mean a sports utility follows the popular Z3, says Haig Simonian 


F or the youngsters of 
Spartanburg, South 
Carolina, spotting 
-German sports cars on the 
Interstate is no longer a 
challenge . 

Two years after sales to 
customers started in March 
1995, BMW’s showcase 4600m 
car plant has become, part of 
the landscape. The Z3 con- 
vertible. locally built, has 
grown so ' familiar that 
employees may soon be 
allowed to lease them 
cheaply as a perk. - 
The challenge is not even 
to guess what sort of car will 
foDow the highly successful 
Z3. It is an open secret that 
production will start soon of 
- a. coupd version of the road- 
ster, with sales starting 
early next yedr. 

The real question is what 
comes after that Mr Bemd 
Pischetsrieder, BMW chair- 
man, admits Spartanburg 
-will build ’ a second new 
model by the end of the cen- 
.tury. That is when demand 
for the Z3, which has surged 
during the current craze for 
convertibles, is expected to 
wane. 1 

Spartanburg was con- 
ceived for building two 
vehicles. Although BMW 
stopped producing Its 
3 Series salobn at the factory 
in August 1996 to meet bur- 
geoning demand for the Z3, 
few analysts believe Spartan- 
burg will remain a single- 
product plant 
The question is what it 
will produce, 1 BMW is iii vest- 
ing $200m to expand output 
in the body and assembly 
areas from ji celling .of 30Q 
cars a ddy to 400. That will 
take Spartanburg's capacity 
to about 90,000 cars a year, 
while the wbrkforce should 
grow from, alicmt.2.000 today 
to almost 2,500 by 2000. 

However,, the company is 
extremely cagey about its 
future model plans far Spar- 
tanburg,. Mr Pischetsrieder 



Top-down innovation: US conditions have made the Z3 cheaper to produce 

utilities is an additional rea- 


speaks of “an advanced 
BMW Touring concept” - 
referring to the the compa- 
ny’s name for the station 
wagon derivatives of its 
saloon models. 

BMW-watchers suggest the 
new vehicle will be some 
sort of “super-Touring" - 
combining the versatility of 
BMW’s -station wagons with 
some all-terrain capability in 
an inno va tively -sty led pack- 
age. Mr Pischetsrieder 
emphasises that the new 
' vehicle 1 Wifi be ’mdre than 
just a beefed-up station 
wagon. 

Motor industry analysts 
have speculated the com- 
pany will develop a sports 
utility vehicle to challenge 
Mercedes-Benz's new 
-M-Class, which is soon to 
enter production at a green- 
field plant in the nearby 
state of Alabama,.' 

Selecting a sp'otts utility 
for Spartanburg would make 


sense. It would end 
Mercedes-Benz’s monopoly 
as the only German car com- 
pany making sports utilities 
in the US. The M-Class, to be 
introduced In the third quar- 
ter. will have a cost advan- 
tage over similar vehicles 
imported from Europe or 
Japan because it will be 
built at a brand new. non- 
unionised US site. 

M r Fritz Geri, finan- 
cial controller at 
Spartanburg, reck- 
ons that at $18, basic hourly 
pay rates at non-unionised 
greenfield factories such as 
those of BMW and Mercedes- 
Benz are “pretty much in the 
same range" as in Germany, 
The difference however, is 
the big social security contri- 
butions which almost double 
the cost of a worker In the 
German motor industry. 

US motorists’ apparently 
insatiable appetite for sports 


son for such a vehicle to be 
Spartanburg’s next model. 
The “light truck" segment 
which includes sports utili- 
ties and pick-ups, remains 
the most buoyant sector of 
the car market - and BMW 
has no equivalent model to 
the M-Class. 

The company has always 
argued it had no need to 
develop a competitor, as 
sports utilities were the pre- 
serve of Land Rover - the 
off-road brand acquired as 
part of Rover in 1994. 

However, even with Land 
Rover’s launch of the Free- 
lander - a slightly less rug- 
.ged off-roader aimed at 
urban drivers, and scheduled 
to go on sale around the end 
of 1997 - there may still be a 
gap in the BMW group 
model line-up. And although 
producing Land Rovers in 
the UK is cheaper than 
building BMWs in high-cost 


Germany, neither location 
can compete with a 
brand-new US plant. 

Any new vehicle must dis- 
tinguish itself from the 
group's existing products. 
That has triggered specula- 
tion that Spartanburg may 
become the source for an 
unconventional vehicle, 
drawing upon elements of 
station wagon, sports utili- 
ties and, just possibly, multi- 
purpose “people carriers”. 

Mr Pischetsrieder argues 
traditional barriers between 
vehicles are coming down. 
“Current categorisations - 
such as limousine, coup& or 
off-roader - will increasingly 
be replaced by new mixed 
concepts.” he says. 

Commercially, such a 
vehicle would allow BMW to 
capitalise on the three most 
buoyant segments of the car 
market in the US and 
Europe. 

With the right balance of 
unusual styling and astute 
pricing, the German com- 
pany could develop a car 
which would not cannibalise 
sales of either BMW or Land 
Rover models. 

BMW’s US sales, after fall- 
ing to a low of 51.000 units in 
1991, more than doubled to 
almost 106.000 last year - 
partly because of keener pri- 
cing after the harsh lessons 
of the early 1990s, when 
sales of most European lux- 
ury car brands dived 
because of stronger competi- 
tion from new Japanese 
rivals and consumers' sense 
of overpricing. 

Spartanburg is one reason 
why BMW’s performance 
has changed. More than 
20,000 of the 52.000 vehicles 
built there in 1996 - the 
plant's first full year of 
production - were sold in 
the US. 

With a second new model 
perhaps in the pipeline, 
Spartanburg's role in BMW 
looks set to grow. 


Wascana 
agrees 
C$1. 7bn 
takeover 

By Bernard Simon in 
Toronto 

Saskatchewan -based 
Wascana Energy has agreed 
to a CSl.7bn (USSl.2bn) 
takeover offer from Cana- 
dian Occidental Petroleum, 

30 per cent owned by Calif- 
ornia-based Occidental 
Petroleum. 

CanOxy’s cash bid of 
C$22.50 a share is substan- 
tially more generous than 
the C$18.50 in cash and 
shares offered last month by 
Talisman Energy, the for- 
mer Canadian subsidiary of 
British Petroleum. 

Wascana had rejected Tal- 
isman's bid, and advised 
shareholders to hold out for 
a better offer. 

The deal would vault Can- 
Oxy into the top ranks of 
Canadian oil and gas pro- 
ducers, with output of 

115.000 barrels of oil equiva- 
lent a day in Canada, and 

264.000 barrels worldwide. 

The two companies would 

also control 3.6m acres of 
exploration properties in 
western Canada. 

Both Can Oxy and Talis- 
man have extensive interna- 
tional interests and see the 
acquisition of Wascana as a 
means of boosting their 
exposure to western Canada. 
CanOxy's foreign operations 
are centred on the US, the 
North Sea and Yemen. The 
company also has an indus- 
trial chemicals division. 

CanOxy said yesterday 
that the deal would boost its 
projected cash flow from 
about C$5.35 to CS6.60 per 
share this year, with a simi- 
lar increase expected in 
1998. The purchase will be 
financed by debt, but ana- 
lysts said its balance sheet 
would absorb the extra bor- 
rowings without undue 
strain. 

Wascana shares gained 
C$1 to C$20.35 at midday in 
Toronto yesterday. CanOxy 
was up CS1.50 to CS18.75. 

The offer is conditional on 
approval by holders of two- 
thirds of Wascana shares. 
Shares in Wascana, set up 
by the Saskatchewan pro- 
vincial government in 1973 
as a window on the local 
energy industry, are now 
widely held. 

The government is the 
biggest single shareholder, 
with a 7 per cent stake. It 
cleared the way for a take- 
over bid last December by 
removing remaining owner- 
ship curbs. Wascana has 
granted CanOxy a right of 
first refusal on any rival 
offers, and agreed to pay a 2 
per cent “break-up" fee “in 
certain circumstances". 


AMERICAS NEWS DIGEST 

T. Eaton seeking 
outside investors 

T. Eaton, the family-owned Canadian retailer under court 
protection from its creditors, has begun a search for 
outside investors as part of its restructuring effort. 

The 127 year-old chain, whose 85 department stores are 
a landmark in almost every Canadian city, has hired RBC 
Dominion Securities and Goldman Sachs to put a value on 
the company, and “to investigate the possibility of a 
merger with, or sale to, another retailer”. 

Eaton's, with debts totalling C$330m (US$241 ml. plans 
to close as many as 31 of its existing stores by mid-1997. 

Several well-known Canadian retailers have fallen on 
hard times in recent years. Consumer spending is only 
now starting to pick up after a lengthy slump. 

In addition, an invasion of powerful US c h a i n s , 
including Wal-Mart, the Arkansas-based discount retailer, 
has intensified competition. 

The Eaton family's extensive broadcasting and property 
interests are not affected by the retail chain's difficulties. 

Bernard Simon. Toronto 

Shell joint venture progresses 

Shell Oil is to hold a majority stake in a new US refining, 
marketing and transport group to be formed by the 
merger of its western and mid-western upstream assets 
with those of Texaco. 

The company will be 56 per cent owned by the Royal/ 
Dutch Shell subsidiary and its US partner, which 
yesterday announced the signing of an understanding to 
press ahead with the venture, unveiled last year. 

Full agreement was expected by the second quarter, 
and the companies reported “significant progress” in 
separate negotiations over absorbing the eastern US 
refining and marketing assets of Star Enterprise, a joint 
venture between Texaco and a subsidiary of Saudi 
Aram co. 

Although some jobs would be lost in the transition 
period, as cast-cutting took effect and operating 
efficiencies came into play, the partners said they 
ultimately expected the venture to create new 
employment. 

The link is among the most ambitious of several 
planned in the international oil industry, where volatile 
margins and intense competition at the retail level have 
long been a source of concern. 

Assets to be merged include eight refineries, 76 oil and 
product terminals and 10 lubricants plants. Oil 
exploration, production and chemicals manufacture are 
not included in the venture. 

Christopher Parkes. Los Angeles 

PW combines practices 

Price Waterhouse, the Big Six accountancy firm, is 
formally to combine its European and US practices under 
a new management team. The new organisation will 
cover 85 per cent or about $4bn, of the Ann’s fee earning 
services. Mr Ian Brin die. the UK senior partner, 
announced the change in London yesterday. 

It is the latest in a series of moves by Big Six firms 
designed to give clients a truly multinational service. The 
new organisation will cover the US. Mexico, parts of 
Central America. Europe, the Middle East and Africa. 

The rest of the Price Waterhouse organisation is 
expected to join later. 

The new group will consider strategic investments. The 
chairman of the management team will be Mr Jennyn 
Brooks, currently chairman of PW Europe, chief executive 
will be Mr Jim Schiro, chairman of US firm. Also in the 
team are Mr lan Brin die and Mr Woody Brittain of the US 
firm. Each national firm will remain a separate legal 
entity and keep its own management This is partly to 
help defend the firms against facing cross-border legal 
liability. Jim Kelly. Accountancy Correspondent 

BellSouth buys into Ecuador 

BellSouth said it had purchased a 61 per cent stake in 
Ecuadorean mobile telephone company OTECEL for an 
undisclosed amount buying -all the shares of OTECEL's 
two largest shareholders, Planer Overseas and Discovery. 

AFX News. New York 
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NOTICE OF STOCKHOLDERS' MEETING 

The holders of ordinary shares are invited to an Ordinary and Extraordinary Meeting at Safa 500. Ungotto Convention Hall. 2BD Via Ntzza, 
Turin, at Z$0 PM on March 26. 1997 on the first call, oral the same time and place on March 27, 1997 on the second call, if required, to deli- 
berate and vote on the following 


AGENDA 

OnUnaiy Meeting 

Appointment of three directors (resolution pursuant to Article 2364, Section 2, of the Civil Code) 


Extraordinary Meeting 
1. Authorization to utilize the reserve 


for inflation adjustments under Law No. 7271983 to pay the corporate net worth tax for the 1996 fiscal 


2. Motion to amend Article 4 of the Articles of Assotlation (corporate purpose), effective as of July 15, 1997. 

'3 Inclusion, effective as ol July 15. 1997, of a new Article dealing with the special powers referred to in Law No. 474 of July 30. 1994, in 
accordance with the contents and scope set forth in the Decree issued by the Ministry of the Treasury pursuant to Article 2, Section 1 bis 
of the abovementioned Law No. 474. 

4. Pertinent and related resolutions. 


Only stockholders who have deposited their share certificates at least five days prior to the date ot the Meeting at the corporate offices at 23 
Via Betfiore. Turin (m lieu of the Company’s registered Office all 5 Via San Dalmazzo. which is temporarily closed for renovation) or at the 
Rome Corporate Headquarters. 139 Via Bamlnia, or at any of the usual authorized banks may attend the Meeting. 

Outsto Italy, shares may be deposited at the followlno branches of authorized banks: 


London , 


New York : 


Paris 

FranWuTtam Main 
Zurfch . v . 
Buenos Aires 


- Barca Commettiale italiana Sj) A - 42/46, Gresham Street - London EC2V 7 LA 

- credbo Itadano S.p A - 17. Moorgate - London EC2R 6AR 

- Banca di Roma Sji A - 87, Gresham Street - London EC2V 7NQ 

- Barca Commercials Italiana S.pA - One William Street - New York, N.Y. 10004 

- Gredito Italiaiw S.pA - 375, Park Avenue - New fork. N.Y. 10152 

- Barca rfl Roma S.pA- 34. East 51st Street -New York. N.Y. 10022 

- Morgan Guaranty Trust Company of New York- 60, Wall Street - New York, N.Y. 10260 

- Barca Nazionale del Lavoro S.pA - 26, Avenue des Champs 3ys£es -75008 Paris 

- istituto Bancarto San Paolo di Torino S.pA - 55. Escherehfllmer Landstrasse - D 60322 Frankfurt am Main 

- Lavoro Bank AG. - 21. Taiactar - 8001 Zurich 

- Barca Nazionale del Lavoro SA -40, Florida - 1005 Buenos Aires 

Umberto SBvestri 
Chairman of the 


Board of Directors 




Tl« NbdcB of the Ordinary and ExtraonJiraiy Meeting Iras bew puMteilH) in th. Official GazdtE of the Halian [tepubflc, tesufl No. 58. ftrt II ot 
March 11,1997. 

Vis Notice feabo available a! the following internet address; frapL'Awww.teJecomttaiia.iT 






Swire Pacific 


“The Swire Pacific Group is in a 
strong position and the outlook for 
the Group as a whole is good.” 


PDA Sutch 

Chairman, Swire Pacific Limited 
Hong Kong, 14th March 1997 


HIGHLIGHTS 

Profit attributable to shareholders 
Investment property portfolio 
Net assets per share 
Earnings per share 
Dividends per share 


USS981M 

US$U,595M 

US$8.15 

US$61.9 

US$22.7 


+19% 


+41% 


+41% 


+19% 


+ 11 % 




A 


jg* 

ft 


'ft 

ft 

r-i 


m 




Notes: 

1 . Amounts per share refer to TV shares. Entitlements of 'B' shareholders are in proportion 1 to 5 compared 
with those of 'A* shareholders. 

2. All the above figures have been translated from Hong Kong dollars into United 5taies dollars at an exchange 
rate of US$1 = HK$7.80. 

3. Dividends are declared in Hong Kong dollars. 
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INTERNATIONAL CAPITAL 


Uncertainty over FOMC casts pall 


CAPITAL MARKETS NEWS PK5BST J 


ia rK 


[GOVERNMENT BONDS 


8y Richard Adams 
and Samer Isfcandar 
in London and Lisa Bransten 
in New York 


Irish gilts suffer hangover after St Patrick’s Day 


A mood of “ nervous 
anticipation" kept govern- 
ment bond markets on the 
defensive yesterday, with 
prices foilin g and yields con- 
tinuing to rise in Europe. 

A stronger D-Mark and 
weaker US dollar, along with 
negative comments by a 
member of the, Bundesbank 
council over Germany’s par- 
ticipation in European mone- 
tary union and uncertainty 
over a rise in US interest 
rates next week, combined 
to keep bond prices down. 

Mr Andrew Roberts, a gilt 
analyst at UBS in London, 
said: ‘'Everyone is worried 
ahead of next week’s FOMC 
meeting - for international 
Investors it’s not a bond- 
positive outlook.” 

He said the mood of the 
market was "nervous antici- 
pation - there's no panic 
selling going on”. 

German bund futures lost 
0.40 in London, to settle at 


Irish government bonds suffered from 
a St Patrick's Day hangover yesterday,, 
writes Richard Adams. With its market 
closed on Monday to celebrate 
Ireland's patron saint, Irish gilts 
missed out on the day's sharp slide in 
European government debt prices. 

But yesterday, with European and 
US yields continuing to move higher, 
Irish yields raced to catch up. 

The 10-year benchmark bond fell by 
1.85 to 106.96 compared with Friday's 
closing price, with its yield rising by 
25 points to 6.96 per cent The 
yield spread against Gorman bunds. 


which stood at 99 basis points an Fri- 
day, widened to 105 basis points by 
yesterday’s close. 

Traders in London said prices had 
been marked down in the morning in 
anticipation of a fall in reaction to the 
previous day's turbulence, coupled 
with an auction of 10 -year paper also 
held yesterday. 

Mr Oliver Siangan, chief bond econo- 
mist at AIB Group Treasury in Dublin, 
said the auction had been "better than 
expected,” in spite of the negative 
knock-on. 

Ireland's national Treasury Manage- 


ment Agency said the auction of 
I£L5Gm bonds, with an 8 per cent cou- 
pon and due in 2006, was covered 3.06 
times, with an average price of 106 J I 
and a yield of &96 per cent Ten per 
cent of the stock wait to the lowest 
accepted price of 10&8S, yielding 6.97 
per cent The issue will become the 
10-year benchmark. 

Mr Rob J a rett, an Irish gQt trader 
a DBS in Loudon, said there had been 
some fears of a bloodbath in toe morn- 
ing, but that the auction coverage had 
buoyed the market, with late baying 
coming from domestic investors. 


mOl. as the D-Mark surged 
against the dollar and ster- 
ling. In the cash market. 10* 
year yields rose to 591 per 
cent, up four basis points. 

UK gilts also fell, but 
again outperformed their 
German counterparts. The 
yield spread of gilts over 
bunds narrowed by three 
basis points to 171 points. 
The long gilt future settled 
at U 0 £. a fall of a - 

Swedish bonds fell for the 
fourth consecutive session. 


with the 10-year benchmark 
bond losing 195 to dose at 
103.69, its yield spread over 
German bunds widening by 
14 basis points to 150 points. 
This bond has fallen by more 
than 4.5 percentage points 
since last Wednesday and its 
spread has widened by 37 
basis points. 

Yesterday's fall was 
described as technical, with 
the "downward spiral feed- 
ing on itself”, according to 
one trader. 


US Treasury prices were 
flat by midday in spite of 
bearish data on bousing con- 
struction. 

The yield on the 30-year 
bond jumped to 699 per cent 
after the release of housing 
data showing a 12 per cent 
rise in new starts to 1.53m in 
February, outstripping 
expectations of about 1.43m. 

But the yield later moved 
back towards Monday's lev- 
els as many decided that the 
rise was due more to mild 


weather than a heating up in 
the economy, said Mr Kevin 
Sluder, senior government 
bond trader at First Chicago. 

By early afternoon, the 
long bond was off £ at 95fJ 
to yield 6954 and the two- 
year note was unchanged at 
99g, yielding 6.184 per cent 
The March 30-year bond 
future slipped £ to 109£. 

Mr Ed Yardeni and Ms 
Debbie Johnson, of Deutsche 
Morgan Grenfell, said that 
"while bousing activity is 


strong we still believe the 
upside is limited”. 

Traders. will be focusing 
on today's release of con- 
sumer price data and next 
week's meeting of the Fed- 
eral Reserve’s Open Market 
Committee. 

• The London International 
Financial Futures and 
Options Exchange yesterday 
suspended its December 1997 
future on Italian BTPs. 

"The suspension will 
enable LiSe, if necessary, to 
promptly make any required 

change to the contract speci- 
fication,” toe exchange said. 

The most likely modifica- 
tion would be a change in 
toe underlying coupon, cur- 
rently set at 12 per cent. 

Because yields cm 10 -year 
BTPs have declined substan- 
tially on optimism that Italy 
might join Emu as a foun- 
ding memb er, the price of 
Liffie’s BTP futures has risen 
from less than 109 to over 
124 in the past 12 months. 
Reducing the coupon would 
bring the futures co ntrac t in 
line with prices of BTPs in 
the cash market, where the 
coupon of the benchmark 10- 
year hood is 7.75 per emit. 


Huntsman revises 


w- 


Huntsman Specialty Chemicals, which feaeqciringthe. = 
Terns chemical businesses of Texaco in a*57aa ; 
transaction, has cancelled a planned $\S5m bood issue iaL - 
favour Of a 1 0 -year private term-lean. The innovative 1 
structure, arranged by Bankers Trust; win have some ' 
bond-like covenants, " ?J. 

"From an investor’s standpoint, thfe taamJa store sehks- 
than an Issue of subordinated notes'” said MrDahisj- 
Toscana a vice-president in the US loan syndic*! on >_■ - 
grc^atBankereTrasti“ftalsocfteBtl»bpri^^ 
flexibility." ' " v ■" ~ '■'/=' .s- 7 

Although the loan wfu be more expensive than a .not* .-. 
issue, it offers more flexible early redemption 
possibilities. It also allows Huntsman to avnid costiy apd, 
timfrconsuraing disclosure requirements associated with . 
toe issuance of securities. ” ■ ? Shntr bJumdar 


Monep prepares for euro 


Italy’s euro issue 
sets benchmark 


New international bond issues 


INTERNATIONAL BONDS 


By Edward Luce 


Italy's debut foray into 

euro-denominated debt took 
the markets by storm ou 
what would otherwise have 
been a deathly quiet day. 
Traders felt the Elbn offer- 
ing, jointly led by Paribas 
and • SBC Warburg, was 
priced cheaply with a yield 
of IS basis points more than 
seven-year French OATS in 
ecus. 

The offering - only the 


second to be denominated in 
euros since the European 
Investment Bank's Elbn 
issue earlier this year - 
quickly tightened an the sec- 
ondary markets. 

“This was very generously 
priced.” said one trader in 
London. "Italy probably 
wanted to ensure that the 
bearish sentiment in the 
markets did not upset wbat 
was Intended to be a set- 
piece launch.” 

SBC Warburg and Paribas 
said distribution was very 
evenly spread across the 


main European markets. 
"Italy baa established a 
broad and liquid line of 
investors for future euro- 
denominated issues,” said 
one syndicate offidaL “This 
will undoubtedly be the 
benchmark for other sover- 
eign issues in euros this 
year.” Bankers said one of 
the main aims of t he exer- 
cise was to boost Italy as a 
contender to become a foun- 
ding member of European 
monetary union. 

Elsewhere. BBS Participa- 
coes, the Brazilian communi- 
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HdtnCiua Bank ' 


Monsp, the French options exchange, is planning to 
create a new class of temporary instruments to &dbtate 
the transition to the sha^ European currency “ the euro. - 
As a result, existing options on toe CAG^O ihdfl^ of toe / ? 
Paris bourse will be split into two instruments^Fbr - 
example, assuming an exchange rate of FFr654321 fra- EX, 7 
-an easting FFr50 CAC-40 option would be worth B7.6L' I : 
Monep said such a contract would be split into seven ~ 
“whole” contracts worth El each and one “broken” 
contract worth E0.64. ■ . 

Concerning options on individual shares, instruments ' ; 
created after the beginning of 1999 wffl have strike prices 1 
in euros. They will run in tandem with existing options -. 
carrying strike prices in French franca but which will be 
settled in euros. Monep ssdd-these measures would be 1 

temporary, and that it would incite Users toswltch swiftly i 
to the final euro-denominated contracts. Gn April L ' . 
Monep will start listing its first series of options maturing ' 
after January 1999. Stoner Iskander \ 


ICTSI launches notes 


Ftoal tarns, norveafiatte unless stated. Yield spread {over relevant government bond} at tautch supplied by lead manager. 
•Santf-owal coupon, ft fixed re-offer price: fees tfmwn at re-ofllar leveL a) Payments in Ecu prior to Emu. b) Fungible with 
LSCKfen. c} Gameraton pace: HKS21-90. fit 7.7474HKSAJSS. Putable an 25002 at 120.712*. Cafiette tram 25006 
aubtect to 130% hurdte. Grevrehoe: SSOm. I) Long 1st coupon. 


cations company, offered a 
generous spread on its $125m 
offering. The 10-year bond, 
which was priced to yield 
429 basis points over US 
Treasuries, quickly tight- 
ened by 10 hams points in 
toe secondary market 
The bonds were distrib- 
uted mainly to US investors. 


including insurance compa- 
nies nnH dedicated empty n g 
market funds. About 15 per 
cent went to European inves- 
tors and roughly 10 per cent 
to i-atin America. The debt 
was rated at Brazil's sover- 
eign ceiling of B+. 

Commerzbank continued 
the vogue for eurorand debt. 


with a RlOOm two-year offer- 
ing. Issued at a re-offer price 
of 99.62. the coupon was set 
at 15.25 per cent Hambros, 
lead manager, said that 
there was strong retail 
demand for shorter-dated 
rand debt in spite of the 
recent extension of the yield 
curve to 90 years. 


International Container Terminal Services (ICTSI), the . - ' 
Philippine port operator, yesterday fesued Slllm worth of ' 
seven-year convertible notes to foreign Invest or s. - •• j 

Proceeds will be used to finance the group's domestic 
expansion projects, including the modernisation, of the 
Manila International Container Terminal 

The notes, which pay an annual coupon of 1.75 per .cent, 
will be listed in Luxembourg. The offering was 
underwritten by Jardine Fleming International and 
Includes a “greensboe’’ - an option to increase the 
amount by another $18.&n up to April 12. 

ICTSI is set to reWd. i&the controversial privatisation or 
Subic Bay container terminal. lit January, President iFld&L. 
Ramos ordered Subic Bay authorities to reopen the . .-‘v. 
bidding, overturning tbetr decision to award the contract . . 
to Hoag Kong’s Hutchison Whampoa. . 

.Justin Martazi, Manila 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 

Rad Day's Week Month 

Coupon Date Pries change raid ago ago 

Australia 6.750 11 A* 91.8804 -0450 7.96 7.62 762 

Austria 5.625 01/07 962600 -0460 5.88 5.04 5.89 

Belgium 6.250 03/07 101.5000 -0.540 0.04 5.74 5.64 

Canada' 7.000 12/06 1026300 -0.170 0.60 6.48 641 

Denmark 6000 03/D6 1064400 -0020 672 630 666 

France BTAN 5600 104)1 1060467 - 4.78 4.57 4.47 


■ BUND FUTURES OPTIONS (UFFE) DM250,000 points of 100% 
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UK Indices 
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E m. vaL total, Cato 78755 Puts 42256 Prelaw days open hL. Cate 218782 Puts 230902 
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Germany Bund 

Mand 

Italy 

Japan No 


OAT 6500 10/06 105-5500 -0.060 5.72 5.48 


Jnd 6000 01/07 1006100 -0300 581 5.68 

6000 08AM 1068600 -1.850 696 6 £0 

7.750 11/06 99L8500 -0530 7J0t 765 

N0 143 6300 0001 1216744 -0420 162 1J1 


Netherlands 

Portugal 

Spain 

Sweden 

UKGtts 


N0 182 3.000 09/05 1061336 -0.810 Z29 232 


6750 02/07 89.7200 -0.380 678 643 
3-50Q 02/06 1165000 -1.200 7.11 682 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

PJFFEr Um 200m ICOta Ot 100% 

Open Sett price Change High Lon EsL eol Open W. 
Jt« 124.20 124.17 -0.18 124.74 123.00 83193 108586 

Sep 123.90 12422 -0.18 12380 12680 73 2608 
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8 Up to 5 years (2) 2tfc49 606 20237 682 2.16 Ito to S yre 328 602 . 658 Z 
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■ NOTTOWAL 3PAMSH BO»m RTTUTOS {MBT} 

Open Sett price Change H^i Low Est. voL Open M. 

Mar 1 12-31 111.31 -033 11632 11129 76089 26158 

Jiwi 1ia50 11675 -680 11699 110.04 148.181 61.002 

UK 

■ NOTIONAL UK GUT TUTU RES QJFFE)- £50.000 32nd» of 10044 

Open Sat price Change Hlrfi Low Est vot open tnL 
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BOND FUTURES AND OPTIONS 
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■ US TWEASUHY BOND FUTURES (CB~Q $106000 32nde of 100% 

Open Latest Change High Low Est voL Open tot 
Mar 109-08 109-12 *0-04 109-14 108-27 4.632 67^81 

Jun 108-29 108-27 +0-03 108-00 108-08 2B9JM3 418^65 

Sep 108-07 108-08 -0-01 108-14 108-07 458 24,542 
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Germany 

■ NOnONAL GERMAN BUND FUTURES fUFFE)- QM2S0J00 IQQths of 100% 
Open Sett price Change rtgh Lew Est vol Open tot 
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COMPANIES AND FINANCE: UK 


Election delays key 
merger decisions 


By Ross Tieman 

Key decisions . that will 
shape the future of the UK's 
brewing, ferry and airline 
industries are expected to be 
delayed until after the Gen- 
eral Election on May 1. 

Six reports from the UK 
Monopolies and Mergers 
Commission are expected to 
be delivered - to ministers 
between now and polling 
day. They include a study of 
the proposed takeover of 
brewer Carlsberg-Tetley by 
Bass, and of the mooted 
merger of cross-Channel fer- 
ries operated by Stem, and 
P&O. 

Although DTI officials 
insist business will continue 
"as normal " in the run-up to 
the election, it is expected 
that any successor to Mr lan 
Lang, trade and industry 
secretary, would want to 
review unpublished merger 
decisions. 

.Officials at the European 
Commission also indicated 
yesterday it was extremely 


unlikely that the Commis- 
sion would rule on the con- 
troversial planned link-up 
between British Airways and 
American Airlines. “You 
won't hear from us before 
May v said one. A decision 
had been expected within 
weeks. 

The spate of competition 
reports pending between 
now and polling day is 
highly unusual. 

The MMC is due to deliver 
its next report, into the 
planned takeover by Bass of 
brewer Carlsberg-Tetley, on 
Monday. 

Under UK competition 
rules, if the MMC concludes 
a merger will not be against 
the public interest, the Sec- 
retary of State must approve 
it- The announcement will 
normally come four to six 
weeks later once commer- 
cially sensitive Information 
has been excised from the 
report. 

. But if the MMC expresses 
concerns, the Secretary of 
state has powers to dear the 


A ‘bigger hit’ could be taken in the second half, chief executive warns 

Currency loss curbs Wolseley rise 


deal, block it. or impose 
onerous conditions on the 
parties. 

Any such decision taken 
between now and polling 
day is likely to be open to 
review by his successor 
because of the delay ahead 
of publication. 

An MMC inquiry into the 
price control regime of 
Northern Ireland Electricity 
is scheduled for delivery to 
the Northern Ireland Office 
by March 28. 

The report into the pro- 
posed P&O-Stena merger is 
due by April 4. 

A report into the price-con- 
trol regime for British Gas 
Tran s Co should reach Mr 
Lang on April 13, to he fol- 
lowed by a study of the pro- 
posed merger of two leading 
suppliers of bulk chocolate 
in the UK, Klaus Jacobs 
Holdings and Scria. 

A massive eight-part 
report into the supply of 
domestic electrical goods in 
the UK is expected at the 
end of ApriL 


By Andrew Taylor, 

Construction Correspondent 

Wolseley, the world's largest 
distributor of heating and 
j plumbing equipment, yester- 
day became the latest In a 
string of companies to warn 
that sterling's rise was dent- 
ing profits. 

The company, which 
announced a 12 per cent rise 
in pre-tax profits to £124 ,3m 
(£Ulm) for the six months to 
the end of January, reported 
a £t2a reverse on currency 
translation. 

Mr John Young, chief 
executive, warned that there 
could be an even bigger hit 
on foreign exchange in the 
second half. The shares 
dipped i%p to 495p. 

Wolseley generated 45 per 
cent of trading profits of 
£124 .8m (£113. 6m) in the US. 
It also has large interests in 
France and Austria. 

Lonrho, the UK conglom- 
erate, warned on Monday 
that a combination of strong 
sterling, weak platinum 
prices and a disappointing 
performance in Africa, was 
likely to reduce profits by a 



John Young: expects continental markets to remain difficult 


third in the first half. 

ICl and British Steel have 


difficult to forecast second 
half currency losses since 


also warned that the pound's sterling was entering a vola- 
rise against both the dollar tile period in the run-up to 


and continental European 
currencies, particularly the 
D-Mark, would damage prof- 
its. Mr Young said it was 


the general election. 

The pound has fallen 3 per 
cent in the last fortnight 
against a trade weighted bas- 


of acquisitions and currency 


Uokxtn Waoon 


ket of currencies, but 
remains 14 per cent stronger 
than last August 
Wolseley increased US 
profits in the first half by 
almost 22 per cent to £56. 6m 
(£46.4m). and by 16 per cent 
after stripping out the effect 


European profits, includ- 
ing the UK, dipped 3.3 per 
cent to £4?.6m f£4S.2nO. but 
rose 1.6 per cent on a like- 
for-like basis. Manufacturing 
profits rose 15 per cent to 
£20.6m. 

“The UK housing market 
remains fragile and is 
unlikely to deliver much 
benefit to our UK distribu- 
tion activities until later this 
year," said Mr Young. “We 
have yet to see a consistent 

pattern of improvement 
across all regions of the UK. 

“Continental European 
markets are also expected to 
remain very difficult as gov- 
ernments continue to cut 
back on public spending to 
satisfy the Maastricht crite- 
ria for European Monetary 
Union." 

In the US. housing had 
slowed and a “note of cau- 
tion must once again be 
sounded as to the effect of 
any interest rate rises on 
business and consumer con- 
fidence." he said. 

Earnings per share rose 9 
per cent to 14.63p (13.42p). 
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ISSUE OF £2,500,000,000 


7*/ 4 % TREASURY STOCK 2007 


INTEREST PAYABLE HALF-YEARLY ON 7 JUNE AND 7 DECEMBER 
FOR AUCTION ON A BID PRICE BASIS ON 26 MARCH 1997 


PAYABLE IN FULL WITH APPLICATION 


With a competitive bid 
With a non-competitive bid 


Price bid plus accrued interest 
£103 per £100 nominal of Stock 


This Stork will, on issue, be an investment! falling within Pan II if the First 
Schedule to the Trustee Investments Act J961. Application has been made to the 
London Stock Exchange for the Stock to be admitted to the Official List on 
27 March 1997. 

I. THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND 
nmie bub for the above Stuck. 

1 Hie principal of and iiueran on the Stock win be a charge on the National 
Loam Fund, with recourse 10 the Consolidated Fund of die United Kingdom. 

3. Tbr Slock will be repaid ai par on 7 December 2007. 

4. Stock issued trader this prospect u s will rank in all respects pari passu, and 
will be innuadiarcly fungible, with the existing Stock and wfll be amalgamated 
with die existing Stock in the Central Gfln Office tCGO) on issue and on the 
register on registration. Consequently, the price payable far the Slock wiD include 
an amount equal to accrued interest from 29 laanaty 1997. die original issue dale 
of the Stock, until settlement on 27 Match 1997 at the me of £1.13219 per £100 
nominal of Stock 

5. The Stock will be registered at the Bank of England oral the Bank of Ireland. 
Bedfast, and -wit be transferable, in multiples of one penny, by instrument in 
writing in accordance with the Stock Ttmuicr Act 1963. Slock registered at the 
Bank of England held for the account of members of the CGO Service will also be 
transferable, in multiples of one pamy. by exempt transfer in accordance with the 
Slock Transfer Act I9S2 and die relevant subordinate legislation. Under current 
legislation, transfers will be free of stamp duty. 

«L interest is payable half-yearly car 7 June and 7 December falercst warrant* 
win be sent by post. This further issue of the Stock will rank for die firm interest 
payment of f?. 5623 per flOODOtrared of Stock due rat 7 June 1997. 

7. Pursuant to a direction of Her Majesty’s Treasury under Soetkai 50 of ihe 
Income and Corporation Taxes Act 1988, interest on the Stock win be paid without 
deduction foe or on account of United Kingdom income tax. However, the interest 
has a United Kingdom scarce and therefore may in certain circumstances be 
chargeable ro United Kingdom lax by direct assessment. 

8. The Suxk may be held on the National Savings Stock Register 

9. The Slock win be exempt from all Untied Kingdom taxation, present or 
future, so long as it is shown that the Slock is in the beneficial ownership of 
persons who are not ordinarily resident in ibe United Kingdom. For the purposes 

i of dux paragraph, persons are not ordinarily resident in the United Kingdom if they 
are regarded as nor ordinarily resident for the purposes of United Kingdom income 
tax. . 

10. The exemption set out in paragraph 9 is subject to the following; 

(i) The exemption wfll not apply so as to exclude the Stock from any 
computation for taxation purposes of any income, profits or gains derived 
from any trade or business carried on in the United Kingdom. 

1 (if) The exemption is subject to the provisions of any taw, present or future, of 
the United Kingdom directed to preventing avoidance of taxation by jpenans 
resident or ordinarily resident m the United Kingdom. In particular, no 
timmmi in respect of Ibc Stack will be exempt ftvan income tax where, under 
say such provision, it falls to be treated for the purpose of the Income Tax 
Acts as income of any person resident or otdinarily resident in the United 
Kingdom. 

fiiij The exemption will not entitle a prawn to claim any repayment of tax unless 
the claim is made within the time limit provided for under applicable 
- legislation. In general, such a claim will be within the time limit if it is made 
within five years from die 31 January following the year of assessment to 
which it retaus. 

JJ. h is intended that, if an official facility for (he Stripping of gilt-edged 
securities is introduced, the Stock will be ctrippoblc subject to the terms of that 
facility. The starting date for ah official strips facility mil be announced in due 


12. Rather details of the tax t reau ncm of securities resulting from the stripping 
of stock of this issue will be determined at or prior to the ctmmencemeni of an 
official strips facility. Accordingly, the availability and terms of the exemptions in 
para g raph s 9 and 10 above in relation to such stripped securities are subject to 
modification. 

Method of Application 

13. Bids may be made on ciiber a competitive or a noncompetitive basis, as set 
out below, and must he submitted on the application form published with the 
prospectus. Each application form must comprise either care competitive bid or 
one non-competitive bid. Gilt-ed&xl market makers may bid by telephone to the 
Bank of England nor later than I0J0 am on Wednesday. 26 March 1997. 

14. Application forms must be sent to the Bank of England. New Issues, PO Box 
444. Gloucester. GL1 INPio arrive not later than 1039 AM ON WEDNESDAY, 
26 MARCH 1997; or lodged by hand at the Central Gilts & Moneymakers 
Office. Bank of England. Threadneedle Street London nor filer than 1030 AM 
ON WEDNESDAY, 26 MARCH 1997; or lodged by hand at any of the Branches 
or Agencies of the Bank of England not later than 3.00 PM ON TUESDAY, 

25 MARCH 1997. Bids will not be revocable between 1030 am on Wednesday, 

26 March 1997 and 1030 am wi Tuesday. 1 April 1997. 

15. ThcBankof England reserves the right to require evidence of the identity of 
any applicant for Stock or of any person for whom an applicant is acting as agent 
Failure to provide satisfactory evidence of identity may result in delays in despatch 
of certificates. In addition if, for whatever reason, such evidence offctaitity is not 
provided ns so on as is reasonably practicable (in the Bonk of England's 
determination I and in any event within 21 days after the auction, the Bank of 
England may reject the application or caned the sale of any S t ock, and take any 
other action it may think fit. 

16. Cancellation of a sale of Slock for any reason will not affect the non- 
competitive sale price or any other sale of Stock. 

17. COMPETITIVE BIDS 

iT) Each competitive bid must be for one amount and ar one price, excluding 
accrued interest, expressed as a multiple of l/32nd of £1 and must be for a 
minimum of £500.000 nominal or Stock and for a multiple of Stock as 
follows:- 

.\mowtt of Stock applied for Multiple 

£506, 000- £1,000,000 £100,000 

£1,000.000 or greater £ 1 . 000,000 

(iil Unless the applicant is a member of the CGO Service, PAYMENT IN FULL 
AT THE PRICE BID PLUS ACCRUED INTEREST AT THE RATE OF 
£1.13219 PER £100 NOMINAL OF STOCK must be made by a CHAPS 
payment. Each CHAPS payment must be rent to the Sterling Banking 
Office, Bonk of England (Sort Cede 10-09-00) for the credit of “New Issues" 
(Account number 585600091 quoting the reference “7QTY2007" to arrive 
not later than 1 30 pm on Thursday. 27 March 1997. CHAPS payments must 
be debited to on account in the name of the applicant for an account in the 
joint names of ihe applicant and cnc or more others i held with a bonk or 
building society in the United Kingdom. 

fijfj The Baik of England reserves the right to reject any competitive bid or put 
of any competitive bid. Competitive bids will be ranked in descending order 
of price and Stock will be s»M ro applicants whose competitive bids are at or 
above the lowest price m which the Bonk of England decides that any 
competitive bid should be accepted Hhe lowest accepted p rice i. 
APPLICANTS WHOSE COMPETITIVE BEDS ARE ACCEPTED 
WILL PIT? CHASE STOCK AT THE PRICES WHICH THEY BID 
(PLUS ACCRUED INTEREST): competitive bids: which are accepted and 
which ore made at prices above the lowest accepted price win be satisfied in 
foil: competitive bids which are accepted and which are made at the lowest 
accepted price may be satisfied in full or in pan only. 


18. NON-COMPETmVE BIDS 

ti) A non-competitive bid, other than one made by a gilt-edged market maker, 
must be for not less than £1.000 nominal and not more than £500,1X0 
nominal of Stock, and must he for a multiple of £ 1 ,000 nominal of Stock, 
(iil Only one non-competitive bid may be submitted for the benefit of any one 
person, and each noq-comperitrvc application form may comprise only one 
non-competitive bid. Multiple applications or suspected multiple 
applications are liable to be rejected. 

llfi) Unless the applicant is a member of the CGO Service, a separate cheque 
representing PAYMENT AT THE RATE OF £103 FOR EVERY £100 
NOMINAL OF STOCK APPLIED FOR must accompany ea± non- 
competitive bid; cheques must be drawn on a hank in. and be payable in. the 
United Kingdom, the Channel Islands or the Isle of Mon. 

Civ) The Bank of England reserves the right in reject any non -competitive bid. 
Non-competitive bids which are accepted will be accepted in full at die 
non-competitive sale price plus accrued interest at the rate of £1.13219 per 
£100 nominal of Stock. The non-competitive sale price will be EQUAL TO 
THE AVERAGE OF THE PRICES AT WHICH COMPETITIVE BEDS 
HAVE BEEN ACCEPTED, the average being weigh led by reference to 
the amount accepted at each price and ROUNDED DOWN TO THE 
NEAREST MULTIPLE OF 1732ND OF £1 
(v) If the non-competitive rale price, plus accrued interest, is less than £103 per 
£l00noninjxl of Stock, the balance of ihe araronl paid on application will he 
refunded by cheque wa by post at the risk of tbc applicant. 
lvi> If the non -competitive ole price, plus accrued nuereuL is greater than £103 
per £100 nominal of Slock, applicants whose nan-competitive bids arc 
accepted may be required to nuke a further payment equal to the 
non-compctiiivc sale price, plus accrued interest. less £103 for every £100 
nominal of Slock allocated to them. An applicam from whom a further 
payment is required will be notified by letter by (he Bonk of England of the 
amount of Suck allocated to him and of the further payment due. bui such 
notification win ccnfer no right on the applicant to transfer the amount of 
Stock ao allocated. The despatch of certificates 10 applicants from whom a 
further payment is required will be delayed until such further payment has 
been made. 

[vtil Each gill -edged market maker may bid non -competitively for up to 0.5** of 
the Stock on offer- 

19. The Bank of England may sell less than the full amount of the Slock on offer 
at the auction. 

20. The Stock win be issued in registered form. Except in the cose of Stock held 
for the account of members of Ihe CGO Service (for whom separate arrangements 
apply l. registration will he in accordance with the instructions given in the 
application forra. The Bank of England may decline to register Slock unless it has. 
obtained such evidence as ir may require of the identity of the applicant and of ray 
person for whom the applicant may be acting as agent 

21. Certificates in respect of the Stock sold (other than amounts held in the CGO 
Service for the account of members) and the refund of any excess amount paid, 
may at the discretion of Ihe Bank of England be withheld until ihe applicant’s 
cheque has been paid or CHAPS payment received and. where required, 
satisfactory evidence of identity has berm received. In the event of such 
withholding, the applica n t win be notified by letter by the Bank or England of ihe 
acceptance of his application and of the amount of Stock allocated io him. subject 
m each case to the payment of his cheque or receipt of his CHAPS payment, or to 
die receipt of satisfactory evidence of identity as appropriate, but such notification 
will confer no right on the applicant to transfer the Stock so allocated. Certificates 
win be seat by post at tire risk of the applicant. 

22. No sale will be made of a less amount than £1.000 nominal of Stock. If an 
application is satisfied in pan only, the excess amoum paid will, when refunded. 


be remitted by cheque despatched by post at the risk of (be applicant; if an 
application is rejected the amount paid on application will be returned likewise. 
Non-payment an presentation of a cheque or non-receipt of a CHAPS payment an 
the due dale in respect of any Stock void may result in the sale of the Stock being 
cancelled. Interest ai a rate equal to the London iiuer-Bank Offered Rare for seven 
day deposits in sterling i “LIBOR" j plus 1 % per annum may. however, be charged 
on the amount payable in respect of any Slock for which payment is accepted after 
the due date. Such rate will be determined by the Bank of England by reference 
to market quotations, on the due date for such payment, for LIBOR obtained from 
such source or sources as the Bank of England shall consider ap propriate. 

23. Subject to the provisions governing membership of the CGO Service, a 
member of that Service may. by completing Section 3 of the application form, 
request that any Stock sold to him be credited direct to his account in the CGO on 
Thunday. 27 March 1997 by means of a member-to- member delivery from an 
account in the name of the Governor and Company of the Bank of England. 
Number 2 Account. Failure to accept such delivery by the deadline for member- 
to-member deliveries under the rules of the CGO Service on 27 March 1997 dull 
for the purposes of this prospectus constitute default in due payment of ihe amount 
payable in respect of the re lev ant Stock. 

24. Application forms and copies of ibis prospectus may be obtained by post 
from the Bank of England. New Issues. Southgate House, Southgate Street. 
GkiKvsicT. GL1 1UW; at the Central Gilts & Moneymarkeu Office. Bank of 
England. Threadneedle Street. London, EC2R 8 AH or at any of the Branches or 
Agencies of the flank of England; at the Bank of Ireland, Moyne Buildings, la 
Floor. 20 Callender Street, Belfast. BT1 5BN; oral any office of the London Stock 
Exchange. 

25. The taxation position of the Stock, under current legislation, is broadly as 
follows: 

(i) The Stock will be specified as a gilt-edged security for the purposes of 
Schedule 9 ro the Taxation of Chargeable Gains Act 1992. Accordingly, a 
disposal of the Stock will not give rise tea chargeable gam or allowable loss 
for the purposes of capital gains tax. 

(iil Gilt-edged securities which are not strips are not “relevant discounted 
securities" for the purposes of Schedule 13 io the Finance Art 1996. Thus, 
for a holder or the Slock who is neither trading m the Stock nor within the 
charge to corporation ox in respect of it. United Kingdom income tax arising 
in relation to holdings of the Slock will generally be limited to income tax on 
interest received or. in certain circumstances, accrued, 
tiiit For a holder within the charge to corporation tax. n holding of the Stock will 
be a “loan relationship" to which the provisions of Chapter II of Pan IV of 
the Finance Act 1996 will apply. 

Gorernmcra Statement 

Attention is drawn to the statement issued by Her Majesty ’s Treasury on 29 May 
1985 which explained that, in the interest of the orderly conduct of fiscal policy, 
neither Her Majesty’s Government nor the Bank of England or their mspeahe 
wrv arus or agents undertake to disclose tax changes decided on but not yet 
announced, even where they may specifically affect the terms on which, or the 
coodiiions under which, this Slock is issued or sold by car on behalf of the 
Government or the Bank: that no responsibility can therefore be accepted for any 
omission to make such disclosure; and that such omission shall neither render any 
transaction liable to be set aside nor give rise io any data) for compensation. 

BANK OF ENGLAND 
LONDON 

18 March HOT 




application form for 

Tu% TREASURY STOCK 2007 

Complete Section 1 or 2, plus Sections 6 and & Sections 3, 4, 5 and 7 
should also be completed where appropriate. 

TO THE GOVERNOR AND COMPANY OF THE BANK OF ENGLAND 
1/We apply in nxonfcmce with the terms of the prospectus for competitive and 
non-competitive bids dated 18 Much 1997 as follower 


FOR COMPETITIVE BIDS ONLY 
(ie for Stock to bo purchased ai the price bW phis accrued mures) 
See notes (a) and (b) below; 


Nominal amount of 7 I <‘% Treaairy Stock 2007 
applied for: 

Amount ef Stock applied for Multiple 
£500,00(V£1 .000,000 £100000 

£1.000000 Or greater £1400000 

Price bid per 008 nominal of Stock, befag a 
multiple of lf32nd oT £1 s 

PLUS accrued lateral at the rate of £1.13219 
per £HW noBtiml of Stock: 

Toul amount payable per £IM nominal of Stodu 
(exdodbtg accrued Imereti 

Amount required tbr payment IN FUL L AT 
THE PRICE BID PLUS ACCRUED INTEREST: 


FOR NOV-COhfPETmVE BIDS ONLY 

(re fnr Slack to be purchased at the two-competitivc sale price, plus accrued 
interest, as defined in the prospectus) 

See notes (cl and (d) below. 

Nominal amount ofT'n® Ttmuuiy Stock 2007 — — 

Applied fonbeit^ a iwilripte oT ClJXXl wffiia £ 

mmimutu of £ 1^)00 and a maximum of "■* 

£500.000 nominal of Stock: --- 


Sum enclosed, being £103 for every 
£100 NOMJNALoT Stock applied for 






—FOR CCD MEMBERS ONLY 

CGO Participant Number 

Name of Contact ■ — — — ~— 


Telephone Number 


REGULATED FINANCIAL INSTITUTIONS ONLY 
(unless Section } applies) 


Name of Regulator — — 

MemberafripRefeitmce Number 

Country/Tbrritory of Regulator 


THIS SECTION TO BE COMPLETED BY APPLICANTS ACTING 
AS AGENT FOR ANY THIRD PARTY 

(unless the applicant is a CGO member arisa UK or EEA regulated financial 
institution, and Section 5 or 4 has been mmpietedl 
Full name and permanent address of earfa third party: 

FORENAME! S) AND SURNAMES I ADDRESS (including postcode ) 



If additional spare is required, please continue em separate shea. 


THIS SECTION TO BE COMPLETED BY ALL APPLICANTS 

I/We request that Stock sold to me/ns be registered m the undermentioned 
namefa) and that any certificate be sent by post at tny/our risk to the first named 
holder at die address shown below. 

IN THE CASE OF A NON-COMPETITIVE APPLICATION, I/we warrant 
ihur m my/bur knowledge this is the only non-c«npetrtive application made for 
my/bur benefit l or for the benefit of the penonfsl on whose behalf J am/we are 
applying). 

IN THE CASE OF AN APPLICATION BY A MEMBER OF THE CGO 
SERVICE WHO HAS COMPLETED SECTION 3, we request that aqy Stock 
allocated to US be credited direct to our account at the CGO. We hereby 
irrevocably undertake to accept such Stock by membeMn-meraber delivery 
through the CGO Service from the Governor and Company of *e Bank of 

cw ghmrf , Nirniber2ArQMmr(Pa r t ODai Hnignbp-5)53)bythcdeadB?ieforaich { 

deliveries on 27 March 1997. and we agree that the consideration to be input in 
respect of such defivwy shall be the annum payable by os on the rale of such | 
Stock in accordant* with the ums of the prospectus. 

IN THE CASE OF AN APPLICATION MADE ON BEHALF OF A THIRD 
PARTI’, 1/we have obtained and recorded evidence of the identity of each 
pen*n on whore behalf I am/wc are applying, rad I/wo will on demand make 
such evidence available to the Bank of England or the relevant authority. 

SIGNATURE^) 

rv*» . of. or co behalf of. a ppli c an t 


DETAILS OF APPLICANTS) 
(If not the persons) in section B) 
FORENAMEfS ) AND SURNAMES) 


ADDRESS (including postcode) 



REGISTRATION DETAILS 

Stock may be registered in the names of individuals ar a corporate body. 


L LETTERS PLEASE 


i tie I Forenameu) in full 



Daytime Telephone Number I hi case there is a query 


FOR BANK OF ENGLAND USE 


Exd. Tran sa ct™ Number 

160/ 


New Account No. 


dt Pasted Dure 


The Stock will be registered on the Bank of 
England Register, unless you wish tbr Stock to be NSSR I I 
registered on the National Savings Stock Register ' " " ' - 

(NSSRj (for which there is a maximum limit of BELFAST j j 

£25,000 nominal of Slock) or at the Bank of Ireland. * ’ 

Belfast, in which case please tick the appropriate box. 


(a) A compe t itive bid may not be made by on applic an t m agent for any 
third party unless the appla-Wu k a member of the CGO or is a UK or 
EEA regulated financial institution. ' 

(b) Except In the case of members of the CGO Service who have 
completed Section 3. a CHAPS payment must be sent in the Sterling 
Banking Officv. Bank of England (Sort Code 1 (MU-001 for tbc credit of 
“New Issues - (Account number 58560009.) quoting the reference 
“7QTY20O7’*. to arrive not later than 130 pm on Thursday. 27 March 
1997. CHAPS payments mutt be debited to an account in the name of 
the applicant tor an account in ihe Join I names of the applicant and one 
or mare others i held wi* a bank or building society in the UK. 

te) A separate cheque must Kcompany each application. Cheques should 
be made payable io "Bonk of England’’ and crossed "New Issues'; and 
most be drawn on a bank in. and be payable in, (he United Kingdom, the 
Channel ltbnds ortho Isle of Man. The Bank of Eng l and reserves tbc 
right to require evidence of Ihe identity of any applicant for Stock or of 
any person far whom an applicant is acting as agent. An applicant 
lodging an application farm m person should bong evidmee of identity 
bearing the applicant's photograph (for example a passport} and 
evidence of the applicant's name and address from a third party, for 
example a recent bill from a gas. electricity or telephone company or * 
bank or building socieiy statement. 

(di Hie procedure for any refund, or further amount payable, is ret out in 

the prospect us. 


APPLICATION FORMS MUST BE SENT TO THE BANK OF 
ENGLAND, NEW ISSUES. PO BOX 444, GLOUCESTER, GLI 1NPTO 
ARRIVE NOT LATER THAN 10.30 AM ON WEDNESDAY, 26 MARCH 
1997; OR LODGED BY HAND AT THE CENTRAL GILTS £ 
MONEYM ARRETS OFFICE. BANK OF ENGLAND, THREADNEEDLE 
STREET. LONDON NOT LATER THAN 1030 AM CM WEDNESDAY, 
26 MARCH 1997: OR LODGED BY HAND AT ANY OF THE 
BRANCHES OR AGENCIES OF THE BANK OF ENGLAND NOT 
LATER THAN 3.00 PM ON TUESDAY, 25 MARCH 1997. 





















I 


FINANCIAL TIMES WEDNESDAY MARCH 19 1997 


COMMODITIES AND AGRICULTURE 


LME to report stocks daily 


By Ctay Hams 

The London Metal Exchange 
will introduce daily report- 
ing of stocks held In its 400 
warehouses from April 7. 

The change from twice- 
weekly reporting, initially 
for a six-month period, is 
part of the LME's implemen- 
tation of changes proposed 
by a Securities and Invest- 
ments Board review in the 
wake of the Sumitomo cop- 
per affair. 

Mr David King. LME chief 
executive, said yesterday 
that daily reporting was a 
move towards transparency 


that should “take the 
guesswork out of stocks", 
but apparent volatility might 
sometimes increase with 
more frequent Information. 

The change was approved 
by the LME board on Mon- 
day. An extraordinary gen- 
eral meeting of members on 
the same day gave the 
go-ahead to a shake-up of the 
governing board's structure. 
Additional changes are 
expected in coming months. 

"We regard this as an evo- 
lutionary step rather than a 
revolutionary step," Mr King 
said. It had been "imple- 
mented after consultation 


with LME's key stakeholders 
- its members, users and the 
regulatory authorities". 

He added that the LME's 
trading volumes were 14 per 
cent up on the comparable 
period for last year "so. 
clearly, LME's users have 
m aintain ed their confidence 
in our market". 

The board has been expan- 
ded from 16 to 18 by increas- 
ing the nnmber of Invited 
outside members from four 
to six. 

The amended constitution 
also says that two of the six 
must have “substantial expe- 
rience of the metals trade or 


business" and four must 
have "no current connec- 
tion”. The board bad not 
decided yet whether to seek 
to fill the vacancies by word 
of mouth or by using a head- 
hunter. Directors serve one- 
year terms, with a 13-year 
limit. Outside members 
would be paid the “current 
prevailing rates for non-exec- 
utives In the City,” Mr King 
said. Monday's meeting 
removed previous limits on 
fees for non-executives. 

Also od the board are 
eight directors representing 
“ring" members, the compa- 
nies taking part in the 


exchange's dally "open out- 
cry" trading, three non-ring 
directors and Mr King. 

Outside directors will now 
be chosen by all directors, 
rather than just those repre- 
senting ring members.' 

As part of its implementa- 
tion of points raised In the 
review, LME has increased 
its annual budget to about 
£l0m ($15. 87m), a 25 per cent 
rise. Some of the new 
resources will go towards 
increasing staffing at the 
exchange, from 40 to about 
50, with the main emphasis 
on strengthening the compli- 
ance department. 


Surge in 
platinum 
comes to 
an end 


MARKETS REPORT 


By Phffip Coggan, 

Markets EdMor 

Sharp falls in and 

platinum yesterday seemed 
to represent a sell-off after 
the speculative surge that 
has lifted prices In recent 


Australia to 
restructure 
meat sector 





bsSMli 


By Nikki Taft In Sydney 

Australia's federal 
government yesterday 
released plans for a restruct- 
' uring of the country's trou- 
bled red meat industry, 
under which promotion and 
marketing would shift from 
government-funded bodies to 
a new producer-owned 
organisation. 

Mr John Anderson, the 
federal primary industries 
minis ter, said that the gov- 
ernment intended to scrap 
the sector’s three statutory 
authorities - the Australian 
Meet & Livestock Corpora- 
tion, the Meat Research Cor- 
poration and the Meat Indus- 
try CounciL 

Instead, a new producer- 
owned company would be 
set up to handle promotion, 
food safety, research and 
market access issues. It 
would be funded by levies on 
beef, sheepmeat and goat 
meat producers and would 
include separately-managed 
marketing for the beef and 
sheepmeat sectors. 

Meat processors and live- 


COMMODITIES PRICES 


stock exporters, meanwhile, 
would be asked to establish 
separate marketing compa- 
nies. The processor and live- 
stock companies would have 
to fund these on a voluntary 
basis, although the govern- 
ment would reserve the right 
to reintroduce compulsory 
levies if necessary. 

Australia’s red meat indus- 
try has ann ual sales of 
around A$4.5bn (US$3.6bn). 
and is one of the country's 
biggest export-earners. How- 
ever, it has battled tough 
conditions recently - rang- 
ing from a prolonged 
drought in eastern Australia, 
to disease and chemical resi- 
due scares. High levels of US 
beef production coupled with 
weak import demand from 
some Asian markets have 
also produced a sharp drop 
in beef prices. 

According to the latest 
forecasts from Abare, the 
government-owned agency, 
beef and veal exports are set 
to fall to around A$2.Q2bn in 
1996-97, compared with 
A$2.85bn two years ago. 

Mr Anderson claimed that 
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Ross Bray 

Raw hide: Australia’s red meat industry is beset by a range of problems 


the changes would give pro- 
ducers. processors and 
exporters “more ownership 
and accountability" for their 
industry. 

But he also acknowledged 
that there were big divisions 
within the sector over how 
best to structure marketing- 
related activities - with 
some of the smaller players, 
such as the sheepmeat farm- 


ers. worried that their mut- 
ton product could lose out to 
the bigger beef sector. 
“Regrettably, the Indus try 
was not able to reach a full 
consensus view on the new 
structures." he noted. 

This warning was quickly 
borne out when the National 
Meat Association, represent- 
ing employees in the indus- 
try, described the govern- 


ment's plan as unworkable 
and divisive, and both the 
Cattlemen’s Union and the 
United Graziers' Association 
expressed strong reserva- 
tions. The Cattle Council of 
Australia, the main beef pro- 
ducers' body, said that it 
was disappointed with some 
aspects of the structure but 
believed it could be made to 
work. 


The strong ran of the two 
metals has owed much to 
stories about Russia, which 
Is the world's biggest sup- 
plier of palladium. It has yet 
to sign a contract with 
Japan, the biggest user of 
the metaL Meanwhile, there 
were threats of strikes at 
the Norilsk combine, which 
produces much of Russia's 
platinum. 

There were rumours yes- 
terday that Russia might be 
about to reopen negotiations 
with Japan. 

One dealer was reported 
as saying that "a sharp 
movement will be a forerun- 
ner of an announcement 
that talks or shipments have 
started”. 

However, Mr Andy Smith, 
metals analyst at Union 
Bank of Switzerland said 
that "speculative buying has 
just been reversed. There 
was a strong derivatives ele- 
ment to the decline.” Spot 
palladium dipped $9 to 9142 
an ounce while April plati- 
num on Nymex fell $7.10 to 
$374.50 an ounce, after 
recently touching $160 mid 
$400 respectively. 

Gold also declined, after a 
late dip on Monday. In Lon- 
don it was fixed at $346.30 
an ounce from $349.35 on 


the previous day. 


SC STOCt 

n 

(As at ThunOH/s doss) 


tamea 



Wtanktatt 

-6,100 

to 888025 

Aluminium aBoy 

-440 

to 72060 

Copper 

-3000 

60197,450 

Lead 

-426 

10108035 

Nidial 

.+606 

to400« 

Zinc 

-2.650 

to 463000 

Tin 

-195 

to 9065 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Tracing) 

H ALUUNWM. B8J PURITY (S par tonne) 
Casta 3 mOts 
Close 1612-13 1647-48 

Previous 1637.5-38.5 1672-73 

1666/1636 
1643-03.5 
1640-41 


Close 1612-13 1647-48 

Previous 1637.5-38.5 1072-73 

HWl/tOW 1666/1636 

AM OfficH 1609-10 1643-43.5 

Kerb dose 1640-41 

Open int 274,118 

Total (My turnover 85^89 

■ ALUM MUM ALLOY ($ per tannri) 

Close 1505-15 1535-40 

Previous 1525-35 1555-58 

HlgMow 1520/1507 1545/1532 

AM Official 1500-10 1532-34 

Kerb dose 1530-35 

Open to 6,371 

Total (My tumwer 2.823 

■ LEAD (S par toraw) 

Close 708-9 701-2 

Previous 708-9 704-5 

Hlgh/tow 7D9/B96 

AM Offldal 704-705 695-96 

Kerb dose 707-08 

Open to. 40.462 

Total daily turnover 9,468 

■ MCKB. (S per tonne) 

Close 7820-30 7930-KJ 

Previous 7910-20 8030-35 

HigMow 8Q5Q/7B55 

AM Official 7774-78 7871-75 

Kerb dose 7900-6005 

Open to 49,926 

Totta (My Hanover 22,324 

■ TUI (S per tonne) 


Precious Metals continued 

■ GOLD COM EX (100 Troy ce.: Sflroy oz.) 

SeO Day's Open 

price change Mgh low Vd tat 

Mar 348.9 +2.0 352.8 352.8 29.421 

Apr 3964 +Z1 351.1 346.3 37.938 54,350 

Jen 3528 +1.9 3535 348.6 8542 33952 

Dog 3563 +1.9 3545 3514 940 10279 

Oct 3578 +1.9 3564 3S40 296 5889 

Dee 360.5 +1.9 359.6 356 5 119 21,531 

Total 47,679167,152 

■ PLATINUM NYMEX (SO Troy oz.; S/troy az.) 

Apr 3752 -14 3809 373 j0 1,300 15972 

M 3802 -14 3814 375.5 106 3071 

0d 3825 -14 3850 3785 33 2125 

Jn 384.7 -14 3825 3820 14 1.137 

TOM 

■ PALLADIUM NYKCX 1100 Troy oz^ SAroy cc.) 

Mar 144.00 -4.56 14100 14200 102 33 

J« 14550 -505 15065 144.55 483 5904 

Sep 14575 -4.80 151.00 14555 7 713 

On 147.75 -400 - - 1 189 

Total 

■ SILVER G0M5X (5000 Troy oz^ Cans/Tioy or.) 

Mar 517 J -14 521.0 5155 1 74 581 

May 520.3 -3 5 5240 511.5 11 096 61240 

Jd 5253 -15 5250 5170 589 11138 

Sap 5302 -15 531JI 5235 34 3331 


GRAINS AND OIL SEEDS 

■ WHEAT LIFFE (E per tame) 

Sett Bay's Dpaa 

price change Mgh Low ttri M 
Her 100.15 +0.75 100.00 100.00 13 192 

May 10200 +4.90 10200 10085 400 3,183 

JH 104.25 +0.75 104.45 103 20 276 1206 

Sep 9525 +1.00 - - - - 33 

Rea 9735 +1.10 97.35 9500 94 2,129 

Jan 9925 +1.00 9960 90.50 45 457 

Total 876 7294 

M WHEAT Car (5.000t*j min; centsffiOti txgriel) 

Her 37700 +0.75 37650 37400 121 172 

Hay 38375 +275 38500 379 00 4046 27265 

Jd 37550 +325 37650 37000 10.054 41.116 

Sep 37650 +425 377.00 36675 762 4257 

Dec 38500 +2 385.00 37950 171 4011 

Mar 38100 -I 381.00 381 00 16 82 

Total 150B8 77256 

M MAIZE CBT (5,000 bu min: cents/58to bushel) 

Mar 30600 -425 309.00 305.00 7.456 4006 

May 301.00 -5.75 30600 300.00 45,727 1 58562 
Jri 299 50 -55 304.75 29900 21,997109205 
Sep 29000 -4 25 29275 28975 1528 16.501 

Dec 28650 -3 5 29150 28750 12278 77263 

Mar 292.75 -3 29425 29150 1006 7205 

Total 90095 378007 

■ BARLEY LIFFE It per tonne) 


GRAINS AND OIL SEEDS 

■ WHEAT LIFFE (C per tonne) 

Sett Day*! Open 

price change Mg* Low Vui Id 
Her 100.15 +0.75 10000 10000 13 192 

May 102.00 +0.90 10200 10685 400 3.183 

M 10425 +675 104.45 10320 276 1206 

Sep 9525 +1.00 33 

Nnr 97.35 +U0 97.35 9800 94 2,128 

Jan 9925 +1.00 9600 9850 45 457 

Total 876 7094 

M WHEAT CHT (5,QQ0bu min; oroffiOffi bushel) 

Ms 37700 +0.75 37650 374.00 121 172 

May 38375 +275 38500 37900 4046 Z7285 

Jd 37550 +325 37650 37600 10.054 41,116 

Sep 37650 +425 37700 36675 782 4257 

Dec 385.00 +2 30500 37950 171 4011 

Mar 381.00 -1 38100 381.00 16 82 

Total 15068 77,780 

M MAIZE CBT $.000 bu min; cHa/Wto bushel) 

Mar 30600 -425 30900 30500 7,458 4006 

May 301.00 -5.75 30600 30000 45,727158062 

Jul 29950 -65 304.75 29600 21007109205 

Sep 29000 -425 29275 209.75 1028 16001 

Dec 28850 -35 29100 28700 12278 77063 

Bar 29275 -3 29425 29150 1006 7006 

Total 90086 376687 

M BARLEY LIFFE (E par tonne) 


Dm 

537.6 

-3.6 

5400 

5280 

79 5.190 

Har 

9100 

+1.75 

92.50 

9200 

10 

20 

Har 

9300 

+1.75 

9250 

9200 

10 

20 

Jm 

5406 

-X6 

5510 

5530 

2 13 

Hay 

<73 so 

+105 

93.00 

9300 

3 

145 

Har 

9350 

+ 1.25 

9300 

9300 

3 

145 

Total 





1208 BUM 

Sap 

92.75 

+ 100 

- 

- 

- 

28 

Sffi 

9275 

+1.00 

- 

- 

- 

28 







Bo* 

94.75 

+1.00 

9400 

94.35 

20 

433 

Nov 

91.75 

+1.00 

94.50 

94.25 

20 

433 







Jan 

96 75 

+1.00 

96.00 

95.75 

10 

38 

Jan 

9675 

+1.00 

9600 

95.75 

10 

38 







Total 





a 

664 

Total 





33 

664 


MEAT AND LIVESTOCK 

M LIVE CATTLE CME (4O0OO(bs; carta/lba) 

Sett Day's - Open 

Price cfcwge EQgfc Low M lot 
Apr 66400-0075 68025 86350 4070 36,747 

Jon 64550 -6200 64075 64500 2026 28,070 

Aog 61375-0.050 63-650 63-350 1.409 21048 

Od 87.100 - 07.100 07000 482 15,198 

dec 69025+0025 69025 66075 273 7280 

Feb 70450+6150 70000 76100 48 20tt» 

Total 9020 109062 

■ LEAN HOGS Ckg (40.000HJ6; ccrts/Tba) 

Apr 66150-1225 70060 69.100 2402 10002 

Jm 76550-6775 77550 70500 2047 12291 

Jd 75275-6850 76325 75200 993 2068 

Aag 71.400-0.72S 72300 71.400 742 2.139 

Oct 65873-0000 66150 66700 87 1,439 

Dec 61960-6400 64.150 61000 100 910 

TBM 7,171 31001 

M PORK BELLIES CME (40,0006*; cantaAba) 

Mar 79250-6975 77000 75000 20 128 

Hay 75275-1050 77.600 75.226 1071 4000 

Jd 75000-1050 77250 74000 425 1071 

/tag 76525-0025 74.700 72525 21 541 

Fab 71. TOO -6200 71500 71500 14 37 

Total 2148 7078 

LONDON TTVlDED OPTIONS 

Strike price S tnnm — Cab — —Pule—* 
M ALUMNUM 


Prevkxs 

6035-45 

6060-65 

Hlgh/Iow 


6055/5380 

AM Official 

5965-70 

5980-65 

Kerb dose 


6020-30 

Open to. 

17,502 


Total itriy turnover 

5.051 


M ZINC, apodal Mgh grade (S p« tonne) 

Qq*W 

1269-70 

1292-93 

Ptevloua 

1275.5-780 

1298-07 

High/law 


1300/1286 

AM Official 

1264.5-650 

1288-88.5 

Kerb dose 


1269-90 

Open to. 

6701 1 


Total daiy turnover 

38,773 


■ COPPBt, wradri A (S per tame) 

Close 

2385-87 

2342-43 

Previous 

2400432 

2353-54 

Hdl/knr 


2349/2332 

AM Official 

2373-74 

2335-350 

Kerb doae 


2335-37 

Open to 

141^34 


Total da>y turnover 

59.723 



■ USE AM Official E/E rata 15873 

LME Ctoohig E/S rata 1.5889 

Spot 1J9BS 3 UtK 15B71 G rte 1 5847 9 Bftt 15825 

■ UGH GRAPE OOPPEH (COMBQ 

Sdt Day's Open 

pdoa ri i wi g q Mpi Low IM hi 
Mm 11250 -610 11260 111.70 856 6.111 

Am 1 109-75 -1.00 11000 10660 414 3065 

May 10675 -690 11610 10670 5.738 24017 

JM 107.15 -0.90 10700 107 JO 75 1017 

Jd 10505 -0.70 10720 105.70 278 7057 

Aag 10455 -050 - 3S 874 

Total 6075 59038 

PRECIOUS METALS 

M LONDON BULLION MARKET 

[Prices mjppSad by N M BotfadiRd) 

OoWflroy OZ) S price £ «*rtv SFr oqutv 

dose 3470604600 

Opening 3*75634700 

Morning Hx 34740 216422 505-015 

Afternoon fix 34600 218.197 499.538 

Day's Mgh 3480634640 

Day's Lam 345.6634600 

Previous close 3461634660 

Loco Ldn Mean Gold Lenffing Rates (Vs US® 

1 month 4.40 0 months 401 

2 months 405 12 months 402 

3 mon t hs .4.34 


ENERGY 

M CRUDE OD- NYMEX (1000 barrels. S/bamd) 

Latest Hay's Open 

price change Mgh Low Vd tat 
Apr 21.42 +050 2157 2684 26081 44068 

Hay 2135 +650 21.46 2679 27.454 85,104 

Job 2123 +0.44 2120 2672 8215 53,446 

Jd 21.07 +009 21.15 2665 1308 2G052 

Aog 27.05 +0.47 21.05 2053 1.705 17.977 

Sap 20 76 +025 20.76 2650 644 13,496 

ratal 69013416204 

■ CRUDE 06 IPE (S/barral) 

Latest Day's 0pm 

price donga Mgb Low Vd M 

May 1908 +648 1996 19.38 18,039 78,766 

Jm 1683 +644 19.83 1901 4589 25.323 

Jd 19.72 +0.39 19.72 1927 829 11781 

Aug 19.60 +634 19.60 1923 388 6099 

Sep 1649 +026 1649 1619 125 6.441 

Oet 1948 +027 1648 1920 140 4.697 

Trial na ns 

M HEATING PPL MYHSt (0.060 U5 gate.: CflJS 

Latest Bay's Open 

price donga Mgh Lm Vd Id 

Apr 55.40 +1.10 5560 5420 11.946 30.566 

May 55 50 +1.04 5565 54.30 4.702 24,154 

Jan 55.75 +699 55 75 54.65 1.9)5 13,579 

Jd 56.10 +0 94 58 10 55 01 480 12.748 

tag 5680 +009 5600 56.00 468 7056 

Sep 57 AO +009 5740 57.40 T46 5,186 

Trial 20084 12610B 

M GAS OIL PE (Stoma 

Sett Day's Open 

price change Mgb Low IM let 

Apr 17200 +125 172.50 16675 4067 27.779 

Bay 17325 +125 17350 170 75 1,963 7280 

Jm 174 00 +160 174.00 177.75 716 10,407 

Jd 17525 +200 17500 17100 IBS 4239 

Aog 176 25 +1 SO 17600 17425 175 1044 

Sap 177 75 - 17525 17600 66 1.359 

Total 7209 64081 

H NATURAL GAS MYIEX (10000 mndta^ S'nuBBtuj 

Latest Day's Dpaa 

prim change Higti Law Vd Ini 

Apr 1 685 -0.024 1610 1 870 16.554 27,724 

Hey 1015 -0 033 1 945 1610 8206 29265 

Jm 1050 -0.030 1080 1040 2003 13.401 

Jd 1065-0.020 1.985 1660 1064 11272 
Aug 1075 -0025 1 995 1070 1212 9,408 

Sep 1.975 -0.020 1995 1.965 1279 9.120 

Total 36058181,387 

H UNLEADED GASOLINE 

HWCX (42600 US galls.; cflJS gate i 

Latest Day's Open 

prim donga Mga Low m H 


M SOYABEANS CBT tS/MOtn nfc cam/SOB) budri) H SOYABEANS CHT (SOOdbu otic certa«» bad** 


Mar 82750 +65 82800 81000 2214 1.070 
May 831.00 +6 834.00 B14 00 49.125 82.896 
Jd 83325 +5.75 835.00 617.00 17,768 59014 

Aug 82100 + 5 B»2Q 80820 1,474 8234 

Sep 762.75 +225 766.00 755.50 852 4.683 

No* 71125 +0.75 715 50 70600 1.474 8234 

Total 81 008 190015 

M SOYABEAN OIL CBT [60,000tos: cents/lb) 


liar 82720 +65 82600 81000 2214 1 070 

Hay 83100 +6 83400 814 00 49.125 82096 

Jd B3325 +5.75 83500 81700 17,788 58014 

Aug 82300 +5 824.50 B0820 1,474 6234 

Sep 762.75 *225 76600 75520 852 4083 

No* 71125 +0 75 715.50 706.00 1,474 8234 

Trid 81008 190016 

H SOYABEAN OIL CBT (gOjOOIbs: cental) 


(99.7%) LME Apr 

1600 30 

1650 10 

1700 3 

H COPPER 

(Grade A) LME Apr 

2250 134 

2350 57 

2450 15 

H CO f F E E UFFE May 

1050 114 

1700 88 

1750 07 

H COCOA UFFE May 


Jul Apr Jul 
81 21 47 

50 51 77 

38 83 101 

Jd. Apr Jd 
120 4 7B 

74 27 130 

43 85 187 

Jd May Jd 
17® 68 141 

1S2 90 187 

135 118 200 
Jd May Jd 


Bar 

24 35 

+0.15 

2435 

2395 

1,419 1.617 

Mar 

2435 

+015 

24.35 

23.95 1,419 1017 


68 

168 

8 

23 

Hay 

2463 

+8 16 

2405 

2426 20.450 50570 

Hay 

2403 

♦0.16 

24 65 

2426 20,450 50070 

innn 

47 

148 

14 

32 

Jd 

S.D2 

+022 

25 04 

24.63 

6070 29,790 

Jd 

2502 

+022 

2504 

24.63 6070 29,790 

IQS 

34 

125 

26 

43 

Aog 

Sep 

Oct 

2612 

2627 

2637 

♦019 

+824 

+0.12 

25 20 
2520 
2535 

2431 

24 95 

25 05 

1,108 5.769 
253 3.395 
65 3.175 

tag 

S«P 

Oct 

25.12 

2527 

2537 

+0.19 

+024 

+012 

2520 

2520 

2401 1.106 5,789 
2405 253 3395 

2505 65 3.175 

■ BRENT CRUDE 
IPE 

inno 

May 

Jun 

May 

22 

Jui 

Si 

Total 





31071 106066 

Total 




31071 106095 

1950 .. — 

60 

77 




SOYABEAN MEAL CBT (100 tons; Srttm) 


Htar 

2728 

+1.3 

2732 

2660 

1005 

1671 

Har 

2720 

+10 

2732 

2680 

1005 

107) 

Hay 

2695 

+16 

2700 

2610 14047 

48203 

Hay 


+16 

270.0 

2630 14047 46203 

Jd 

2602 

+1.1 

267.0 

2600 

7.402 29026 

Jul 

2662 

+1.1 

2670 

2600 

7,402 29026 

tag 

2590 

+02 

2600 

3530 

1042 

8037 

Aug 

2590 

+02 

2600 

2535 

1042 

8037 

Sep 

2454 

+00 

245.5 

2400 

602 

5065 

Sep 

245.4 

+00 

2450 

2400 

602 

5065 

Oct 

224.B 

-02 

2253 

223.0 

137 

4254 

Od 

2240 

-02 

m.'i 

2230 

137 

4054 

Total 





28012 106086 

Trial 





28012 106088 

M POTATOES UFFE (E/tonna) 



M PC 

TATOES 

S UFFE 

. (EflDft 

no) 



Apr 

571 

+1.1 

M0 

5t2 

GO 

731 

Apr 

57.1 

+11 

58J) 

562 

GO 

731 

May 

631 

+1 1 

- 

- 

- 

313 

May 

63.1 

♦ 1.1 

- 

- 

- 

313 

Jon 

71.1 

+1 1 

- 

- 

- 

- 

Jm 

71.1 

+1.1 

— 

_ 

_ 

_ 

Nov 

620 

+20 

- 

- 

- 

z 

xo* 

620 

+20 

_ 

_ 

_ 

2 

Mar 

960 

+10 

- 

- 

- 

- 

Har 

960 

+10 

_ 

_ 

_ 

_ 

Apr 

1070 

+1.0 

- 

1060 

- 

691 

Apr 

1070 

+10 

- 

ioaa 


691 

Total 





60 

1,737 

Trial 





B0 

1,737 

■ FREIGHT (BIFFEX) UFFE (SIWffHtex poonj 

■ FREIGHT (BIFFEX) UFFE (SIQAotJex poinl) 

Kv 

1518 

-7 

1533 

1516 

15 

458 

Har 

1518 

-7 

1520 

1518 

15 

456 

Art 

1615 

-20 

7630 

1502 

39 

1,108 

Art 

1615 

-20 

1630 

1602 

39 

1.106 

Hay 

1580 

-a 

1605 

1573 

35 

560 

Hay 

1580 

-25 

1605 

1573 

35 

560 

Jul 

1330 

-24 

1354 

1325 

39 

>04 

Jut 

1330 

-24 

1354 

1325 

39 

704 

Oct 

1440 

-14 

1440 

1440 

15 

256 

Oct 

1440 

-14 

1440 

1440 

IS 

256 

Jan 

1455 

- 

1450 

1450 

2 

47 

Jan 

1455 

- 

1450 

1450 

2 

47 

Total 

Ctasa 

Fre* 



146 

3.733 

Trial 

Ckm 

Prev 



148 

3,133 

SR 

1490 

MSI 





BR 

1490 

1407 






LONDON SPOT MARKETS 

M CRUDE OB. FOB (per band) *cr~ 

Dubd Si 8.64-8. 67W +0055 

Brent Blend (dated) S190O-6.GO +0.335 

Brent Blend (May) $20.20-0-24 +0040 

W.T.L S21.63-1.6Sw +0.630 

H OK. PRODUCTS NWE frond daKwy OF (tame) 


PrwnMn Gasoline S214-216 

Goa 03 $174-175 +10 

Heavy Fuel 08 $83-85 +10 

Naphtha Si 88-202 

Jet tUd $195-187 +2 

Diesel £184.188 +2 

M NATURAL GAS (Penee/therm) 

Barton (Apr) 905-9.70 -0.125 

ftftnfcun Argut TuL London 101 7 J) 35B B7B2 
IPE (Apr) 9-700 

■ OTHER 


Gold (par troy oz}* 
Silver (per troy orit 


COMMODITIES NEWSJ3IGEST 

Philippines sugar 
discount defended 

The Philippine Tariff Commission yesterday defended the 
35 per cent tariff discount on refined sugar imports from 
the Association of South-East Asian Nations (Asean) and 
blamed the industry's woes on speculation by importers. 
Mr Emmanuel Velasco, rfyairman of the Tariff 
Commission, sairi locally-produced refined sugar was 
competitive at 1755 pesos a kilo compared with imports at 
26.60 pesos ($1) a kilo, even with a 65 per cent tariff, but 
higti sugar imports were still recorded between 1995 and 
early 1996. Imports grew from 12.155 tonnes in 1993 to 
156,304 tonnes in 1996. 

Under preferential trading agreements. Asean countries 
receive a 35 per cent discount on the 100 per cent tariff 
levied on sugar i mp orts. Last March, the Philippine 
government also imposed quantitative curbs on “sensitive 
agricultural products", which include sugar. 

The announcement comes at a highly sensitive time, a 
fortnight after the finawraai collapse of Victorias Mining, 
the country’s largest sugarntiHer. Last week, amid calls 
from sugar farmers and miners fora more protectionist 
policy. Mr Wilson Gamboa, head of the Philippine Sugar 
Regulatory Administration, ordered the extension of the 
curbs on imports until July. Justin Marazzi , Manila 

W Australia gold tax detailed 

The Western Australian state government yesterday gave 
further details of a possible gold royalty tax, saying it 
could be introduced at L25 per cent from next January 
and then increased to 2-5 per «»nt over the next 18 months 
to two years. The latter rate was described as “the 
standard royalty for that type of mineral". 

But the proposal brought immediate criticism from the 
goldmining Industry, which has already claimed that 
such a tax would be detrimental to the sector’s smaller 
players and drive marginal producers away. Mr Peter 
Lalor, managing director of Sons of Gwalia, said such a 
move would come at a particularly bad time, with the 
industry already under pressure from falling gold prices 
and facing uncertainties created by native title 
legislation. 

Mr Richard Court, WA premier, has promised to consult 
the industry before introducing any royalty 
ar rang em ents , and industry represe n t ativ es are due to 
meet state officials next week. Nikki Tait, Sydney 

Zambian project advanced 

First Quantum Minerals, the Canadian miner, is ahead of 
schedule with its copper tailings project in Zambia and 
plans to advance the start-up date, Mr Clive Newall, the 
company president, said yesterday. 

The company, developing the first private mining 
project in Zambia In 25 years, also expects to hear the 
results of its bids for the privatised assets of Zambia 
Consolidated Copper Mjnesbas on Aprfi I, Mr Newall said 
in London. 

The tailing s, project, atlhe site of an abandoned mine in 
Zambia’s copper belt, is now expected to begin production 
late this year, Mr Newell said. The Bwana Mkubwa 
project includes 8.4m tonnes of tailings with (173 per cent 
copper, giving a cash cost of 33 cents alb ($728 a frame). 
Mr Newell said. Reuter, London 
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“Make innovation a lifelong habit ” 

KAZUO INAMORL founder of Kyocera . 

KYOCSRA. world leader la Mgh-bedi ceramics. 
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No.9,328 Set by ARMONIE 



Vd tat 
IB. 554 £7.724 
3206 29065 
2003 13.401 
1064 11072 
1012 9,406 
1079 9.120 
3S05B1810D 


Stair Fhc 

p/tray oz. 

US css aqutv. 
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+009 

6660 

65.10 1D0JS 26,414 

Spot 


521.00 

May 

6500 

+104 

6&» 

64 71 

5.363 30.700 

3 months 

332.85 

52700 

Jan 

OKX 

♦0.99 

65.40 

64.10 

1.451 17J91 

6 months 

337.60 

63400 

Jd 

64 40 

+1 07 

6400 

6320 

517 7.569 
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34600 

547.40 

Aag 

6280 

+002 

6205 

62.10 

446 4087 
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+022 
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6C40 

125 2,421 
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FUTURES DATA 

At futures data suppBed by CMS. 


Minor metals 

Europe a n tree market from Mem Bulletin. 
S per lb In warehouse, unless otherwise 
staled (last week's >n brackets, where 
changed). An timon y : 99.65%. 5 per tonne, 
2,100-2025 (2.100-2-250). Bismuth: rrtn. 
9009%. tome lots 200-3.15. Cadmium: 
min. 99.95%, cents a pound. 80.00-70.00. 
Cobalt: MB tree market, min. 99.8%, 
19.00-20.00 (16 50-20.001: min. 99 3%. 
1800-16.75 (17.75- 13.25L Mercury: mm. 
99.99%. 5 per 76 b Hash. 161-171. Motyb- 
denutn: dammed molvtxfic oxide. 400- 
4.50 (4.40-4.55). Selenium: mm 99.5%. 
2.40-300. Tungsten ore: standard mm. 
65%, S per tonne unit llOhj) VYQ* eil. 
45-55. Vanrx&um: mm 98%. ed. 3.90-4 08. 
Uranium: Nuaxco unrestrtded exchange 
value. 1205 112.501. 


VOLUME DATA 

Open merest end volume data shown (or 
contra c t s traded on COMEX. NYMEX. CBT, 
NYCE. CME. CSCE and IPE Crude Od are 
one day m arrears. Volume & Open Interest 
totals are lor ad traded months. 


INDICES 

■ Reuters iBase 18/9^31 x iqq 

Mar 18 Mnr 17 month ago year ago 
1997.1 19920 1973.6 2138.3 

■ CRB Futuna (Base. 1967 = TOO) 

Mar 17 Mar 14 month ago year ago 
246.93 245.06 

M GSQ Spot (Base: 1970 = 1001 

Mar 17 Mar 14 month ago year ago 

195.39 192.80 102.79 107.12 


Leal (US prod.) 

Tli (Kuala Lurrgaj) 

Tin (New York) 

Cattle Oho weight) 
9ieap (two weight) 

Ptgs («ve wdghtjt 
Lon. day sugar traw] 
Lon. day sugar (wte) 
Barley (Eng. fried) 

Mates (US No3 Yellow) 
Wheat (US Dark North) 
Rubber (Aprif 
Rubber (Mayjf 
Rubber (KLRSS Not) 
Coconut OH (RMfi 
Palm OMMday.lS 
Copra (FWJ§ 

Soyabaens (US) 

Cotton OuUook'A' Index 
Wodtapa (54s Supra) 
EpwiwreirteaoottarMiies 
i mwfte m uofavstei car 
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-800 
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-80S 

$14200 
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118 . 0 c 


4500c 
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+002 

28200 

ioai5p 

+109* 

151 06p 

+asar 

84.15p 

+0.77* 

$27200 

$30900 

-100 

Uriq 

£109.00 

Unq 

BI-ZSp 

+100 

812Sp 

+100 

306 -Ox 

-00 

73S.0y 

-50 

S70 

-70 

$490 0y 
2340 

+10 

8005 

-006 

42flp 

tad ppenetata 
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ACROSS 

1 Try to smile before an 
EngUsfrspeaker abroad (6) : 

4 Expedition requires it in 
the vegetable (8) 

9 Dismay about bridge play- 
er's charm (6) 

10 Point accepted by new radi- 
cal nhnrchnuin (8) . ' 

12 Dressing a boy covaed in 
muck (5,3) - 

13 Before work mbSt' of the 
country is blue (8) - ' 

15 Part of the patio taken for 


16 Butcher In company show- 
ing Iritfthgn . Utensil (7) 

20 Said to be Palish national- 
ity (7) 

21 Comfortable boot that is 
missing (4) 

25 A commander's ^about ' to 
examine a bird (6) ' 

26 Concerned about alterna- 
tive plot (8) 

28 Boy embraces supporter 
winning gold in Canada (8) 

29 Contract to. get something 
JDor nothing (6) 

30 Rendezvous to conceal 

Slant (4A) ' '• 

31 Tidy up after knight had a 
meal ( 0 ) 

DOWN 

1 Hide silly fool’s relatives (S) 

2 it’s rough for one • small 
child bearing cutback C8> ‘ 

3 Shields for troops •: ■ ■ 

5 Impetuosity shown by Laiib 

rel and Hardy (4) \ 

6 An end to otdragB is put at 
risk (8) 


•. 7 Mu cb-fi ked enthusiast 
adopting Italy’s language 

8 Cowardly .students lovehldf 
ingin tree (6) 

II £ingpiii broken giving 
. audible warning to driver 
CD- 

14. Ugly_ cro wd, uprising about 
‘ Mprivatkm, is to flourish 

CO. 

17 Hydrocarbon mixture stim- 
ulated a politician 

18 Pnce^mdre cJieck back 

glue, bond and 

22 Bach person Joined in 

awful song (g> . . 

23 Search, Careftdly at the 
fight 

24 Rjlish rouhd king’s tomb 

•• -. "W 

27. Device for mounting 1 rifle. 
• Sodution 9427; 
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CURRENCIES AND MONEY 


D-Mark strengthens on Emu fears 


markets report 


By Emfko Terazono 

Renewed fears of a delay to 
European monetary union 
led to further strengthening 
of the D-Mark yesterday. Its 
rise was triggered by reports 
that Germany's budget defi- 
cit would fail to. meet the 
Emu convergence criteria. 

The dollar fell 1.3 pfennigs 
to close In London at 
DM1.678, just above its three 
week low of DML673. It suf- 
fered on reports that Mr 
B3a us-Diet er Kuehbacher, a 
Bundesbank council mem- 
ber, had expressed doubts 
tha t Germany would manage 
to keep its budget deficit 
within the criteria set down 
by the Maastricht treaty and 
that a delay to Emu was the 
only option. Prospects of an 
economic recovery in Ger- 
many also led to a sharp sell ' 
off in bunds, steepening the 
yield curve, which in turn 
exacerbated the dollar's 
decline against the German 


currency. The steepening of 
the German yield curve 
“neutralised the effects of 
the expected us interest rate 
hike," said Mr Klaus Baa tier, 
senior currency strategist at 
Deutsche Morgan Grenfell. 
He added that the dollar 
would find it difficult to 
recover against the D-Mark 
under such conditions. 

The Federal Reserve is 
expected to raise US interest 
rates after its Open Market 
committee meeting next 
week, but analysts say the 
market seems to have fac- 
tored in the possible move. 

Sterling, which plunged on 
UK election jitters on Mon- 
day, stayed weak. The pound 
fell us pfennigs against the 
D-Mark to DM2.667 but 
recovered slightly against 
the doQar, closing at $1,389. 

■ Poood In Hwr York 

Mgr 18 "-West— - Piw. ctes - 
ESpbt 1.5695 15885 

1 ffltft 15887 1.5887 

3mtt 15870 15871 

1 V 15805 15804 


A poll showing that the 
Labour party extended its 
lead against the ruling Con- 
servatives unnerved inves- 
tors. but strategists doubt 
that a Labour win would 
seriously damage sterling. 

Emu jitters hit the lira 
against the D-Mark. It closed 
down L3 at Ll.005 although 
reports of intervention by 
the Bank of Italy helped the 
currency to rise above a 
four-month low of Li .007.25 
bit in earlier trading. The 
Bank of Spain was seen buy- 
ing pesetas while the Swed- 
ish krona, which plunged 
last week, fell again. It 
closed at SKr4/S3 after hit- 
ting a 12-month low of 4.602. 

■ Uncertainty over Emu 
helped the Swiss franc, 
which is seen as a safe 
haven from the process. 
Some analysts also said the 
currency may be benefiting 
from investors seeking to get 
out of US assets due to con- 
cerns over a possible Fed 
rate rise. The Swiss franc 


Sterling 

Against tha D-Mark (DM Q 

. ;.aao- . . ; -r- — 



closed at SFrO.858 against 
the D-Mark, up from 
SFrO.883. 

■ The yen gained ground on 
an announcement by the 
Japanese government that it 
planned to prepare measures 
to bolster the country's ail- 
ing property market. The 
dollar closed at Y122.6, down 
Y1.1 against the yen. after 
Mr Hiroshi Mitsuzuka. 


finance minister, said that 
measures to improve liquid- 
ity on the virtually stagnant 
real estate market would be 
drawn up by the end of the 
month. This would help Jap- 
anese banks struggling with 
mounting bad loans. 

Analysts said that the 
move was good news for the 
battered hawicing sector and 
would allow the Japanese 
government to focus on 
rebuilding confidence in the 
domestic economy. But they 
believe that the main factor 
helping the yen in the near 
term will be the US-Japan 
trade surplus. 

The yen's long slide 
against the dollar is leading 
to an increase in Japan's 
exports to the US, and could 



MMB e s 


Cart 1*458534 - 455400 285640 - 2&B040 
Hanger Z7B358 - Z7&179 175500 - 175550 
ban 475850 - 476580 300050 - 300050 
Km* a 4825 - 0.4829 03037 - 03038 
ram 4.5706 - 48763 10680 - 10680 
Arab 9066.14 - 907188 5707JJO - 5708JJ0 
UAL 54302 - 54395 34700 - 16740 


create pressure from Wash- 
ington for a higher yen. 
“The markets are very very 
sensitive to prospects of con- 
certed intervention by Japan 
and the US." said Mr Don 
Smith, international econo- 
mist at HSBC Midland. 

■ Only a month ago many 

in the market thought that 

Germany would cut interest 
rates soon. Europe's econo- 
mies looked to be sagging 
and in need of monetary 
loosening. Last week, reports 
say .the International Mone- 
tary Fund urged the Ger- 
mans to cut. 

How things have changed. 
A Reuter poll yesterday 
showed that none of the 10 
economists interviewed fore- 
cast a German rate cut 
either a/ter tomorrow's 
Bundesbank council meeting 
or at any point this year. 
With Germany's economy 
finally appearing to grow 
visibly, the real question 
now seems to be when the 
country will raise rates. 


POUND SPOT FORWARD .AGAINST THE POUND 
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6^594 

+00065 577. - 610 

50712 

50477 

- 

- 

- 

- 

- 

- 

- 

Singapore 

’ (35) 

7MSS 

+00086 841 - B68 


20773 

- 

- 

- 

• 

- 

- 

- 

Sorih Africa 

(R) 

7J3115 

-00216 057 - 172 

70377 

70003 

- 

- 

■ 

- 

- 

- 

- 

South Koree 

(Won) 

1403JB 

+031 956 - 662 

140807 

1399.03 

- 

- 

• 

- 

- 

- 

- 

Taiwan 

TO 

43.7293 

+00481 885-721 

430294 

430476 

- 

- 

- 

- 

- 

- 

- 

TlaBand 

(Bt) 

41.1969 

-00023 606-131 

410270 

41.1280 

- 

- 

- 

- 

■ 

- 

• 
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IIMi h bow OSS and a» Dote Spot tablet oarMff Hum TOE WMIBEUTEHS CLOSMQ SPOT WOES. Some nates me raunded by the F.T. 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


MarlS 

Closing 

mU-pofnt 

Change BWofler 
on t&y spread 

Day's mid 
hfcpi law 

Ons month 

Ran kpa 

Three months 
Rate KPA 

One year 
Rate 

JP Morgan 
%PA mex 

Empa 

Austria 

(Sch) 

110116 

-00833 098 - 133 

110120 

119000 

11.7969 

15 

11.7516 

29 

115566 

25 

1039 

Bripuni 

(BFr) 

340195 

-0.2385 160 - 230 

349330 

345450 

345585 

2.1 

34/32 

25 

■ra fvr? 

2.1 

UM9 

Denmark 

IDXri 

6X109 

-00425 099 - 119 

64883 

6.4013 

6.402 

1.7 

65836 

1.7 

65019 

1.7 

1059 

Flntnd 

(FM) 

50683 

-0012 627 - 699 

50914 

5J3575 

5.0575 

2.1 

5.0388 

25 

4.9563 

22 

625 

Franca 

(FFr) 

50838 

-00372 630-645 

5.7118 

5.6530 

5.6531 

25 

5.6321 

25 

55238 

29 

1069 

Germany' 

(DM) 

10782 

-00119 780 - 784 

10950 

15750 

1575 

25 

1.6884 

25 

19348 

29 

105.4 

Greece 

(On 

n 

* 

-104 860 - 970 

267.640 

264.480 

26847 

-75 

26994 

-65 

280965 

-5.7 

665 

Ireland 

pq 

10613 

+00043 605 - 821 

15840 

15620 

15608 

05 

15603 

05 

15616 

09 

. 

lady 

(U 

168700 

-605 680 - 780 

169603 

168450 

16905 

-2.1 

1695.15 

-19 

1704.95 

-1.0 

755 

Luxembotag 

(LFr) 

340195 

-09385 160 - 230 

340330 

345450 

345585 

2.1 

34/32 

25 

33992 

2.1 

1049 

Netherlands 

(R 

10893 

-00128 890 -896 

10101 

15863 

15855 

2/ 

15775 

25 

19419 

29 

103.4 

Norway 

(NKr) 

60181 

-00313 171 - 191 

60885 

6.7990 

65144 

0.7 

B90B7 

09 

6.7831 

09 

101/ 

Portugal 

(Es) 

168990 

-1.12 940 - 040 

170.870 

168500 

169.12 

-09 

16997 

-0.7 

169905 

09 

955 

Sprin 

(Pta) 

142550 

-104 510 - 500 

143.790 

142.400 

142541 

-0.9 

142.76 

-05 

142955 

0.0 

779 

Sweden 

(SKr) 

7.7110 

-0.0282 074 - 145 

7.7535 

75940 

7.7082 

0.4 

75884 

0.7 

7951 

09 

839 

Switzerland 

(SFr) 

1,4407 

-00176 403 - 410 

14622 

1.4365 

1.438 

49 

1/265 

39 

1581 

4.1 

1039 

UK 

n 

10890 

+00017 698-894 

15022 

15856 

15882 

06 

15865 

09 

15802 

09 

96.0 

Ecu 


1.1523 

+00085 520-525 

1.1542 

1.1442 

1.1535 

-15 

1.156 

-15 

1.1713 

-19 

- 

SDRt 

- 

0-726200 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Americas 

Anganbna 

(Peso) 

09998 

- 988 - 998 

09998 

09988 

. 

. 

_ 


_ 


. 

Brazil 


10607 

+00015 605 - 609 

10610 

1.0575 

- 

ta 

• 

• 

- 

- 

- 

Canada 

(CS) 

10728 

+00026 725 - 730 

15733 

15700 

157 

25 

15647 

2.4 

15433 

2.1 

85/ 

Mexico (New Peso) 

79485 

-0045 480 - 510 

79520 

79440 

89665 

-175 

B533 

-195 

9.1935 

-15.7 

- 

USA 

(S) 

- 

- 


- 

- 

- 

- 

- 

- 

- 

105.1 

Paoffie/MMdto East/ Africa 
AustraBa (AS) 10716 

40.0118 710- 723 

19730 

15648 

15723 

-0.7 

15731 

-05 

15784 

-09 101.6 

HongKbng 

(F MS) 

7.7475 

+0.0026 470 - 480 

7.7480 

7.7450 

7.7474 

09 

7.7479 

09 

7.759 

-0.1 

- 

Hide 

(Rs) 

350650 

-OOI 400 - 900 

359000 

355320 

3698 

-72 

3654 

-75 

- 

- 

- 

braal 

(Shk) 

30819 

-0.0053 589 - 649 

35669 

35587 

- 

- 

- 


- 

- 

- 

Japan 

(Y) 

122010 

-1075 570 - 650 

123950 

122580 

122.075 

5 2 

121.05 

5.1 

11655 

55 123/ 

Malaysia 

(MS) 

24720 

-00057 715 - 72fi 

2.4773 

2.4713 

2/748 

-1/ 

2/8 02 

-19 

25015 

-15 


Now Zealand 

(NZS) 

1.4423 

+00019 418 - 428 

1.4430 

1.4410 

1.4446 

-19 

1/489 

-1.B 

1/686 

-19 


PtxfppinfiQ 

(Peso) 

260360 

-0005 100- 630 

265820 

265100 

- 

- 

- 

- 


• 


Saucff Arabia 

(SRI 

3.7504 

- 503 - 505 

3.7506 

3.7502 

3.7506 

-0.1 

3.7511 

-0.1 

3.753 

-0.1 


Singapore 

(SS) 

1X383 

+00038 378-388 

1.4390 

1.4349 

1/361 

19 

1/315 

19 

1/103 

19 


Sarah Africa 

fRI 

4.4T2S 

-0.0185 100 - 150 

4.4255 

44100 

4A532 

-1U 

4.5382 

-105 

4543 

-89 


South Korea 

(Won) 

883000 

+3 000 - 000 

B85500 

B80500 

- 

- 

- 

• 

- 

- 

- 

Taiwan 

(151 

270200 

- 000 - 400 

275410 

275000 

275201 

09 

27.5203 

09 

- 

- 

- 

Thailand 

(BO 

259200 

-003 100-300 

259680 

259050 

2891 

-45 

26.1775 

-4.0 

26.815 

-35 

- 


t SDH rue par S far Mr 17. BkUoBer spreads m wa Dote Spot table stow only the last trees tedm* ptacas. Forward rates am not atrocity 
quoted id the market tut are implied by curort Merest naas. UK. Hated 8 ECU are quoted In US currency. JP. Morgan nominal Intel Mr 
17: Base average 1990=100. 


frgRfo INTEREST RATES 


MONEY RATES 

March IB Over 

ntgm 

One 

memn 

Three 

mtns 

S« 

Die 

vwr 

n 

De. 

Rw 

rale 

Belgium 

31? 

3v? 

35? 

3w 

as; 

600 

250 

- 

France 

3: 

a; 

j! 

3i 


3-10 

- 

4.75 

Germany 

3£ 

3’j 

3% 

3-5 

w 

4.50 

290 

3.00 

Ireland 

5£ 

5i : 

55 

5 't 


- 

- 

655 

Italy 

7% 

7lt 

71 


T2 

B55 

6.75 

7.45 

NethBrtznda 

3 i 

3V| 

a; 

3;‘- 

31i 

- 

390 

3.30 

Swttzartand 

IS 

1?» 

12 


12 

- 

1JM 

- 

US 

54 

s; 

s; 

54* 

6 

- 

5-00 

- 

Japan 

& 

<4 

M 

3 


- 

090 

- 


■ S LIBOR FT London 


Itttarbank Facing 

5V 

5 1 * 

53 

Pi. 

- 

- 

- 

US Dotar CDs 

- 5.18 

555 

555 

5.61 

- 

- 

- 

ECU Linked Da 

4£ 

4 i 

A.'. 


- 

- 

- 

SDR Linked Da 

- a; 

3% 

33 

os 

- 

- 

- 


S UBCR Interbank fcuig nates ore cfloed rates tor St Dm queued lo me mart*! by ter 
reference banks a! llatn each working any. Tim banka aw BeriteK Trust Bonk ri Tokyo 
MreuDsUl Barcbvc and Notional Wectmncier 

Uo rases ore crown tor me romestc Monn Rates. USS CDs. ECU 5 SOT Luted Depends fb*. 


EURO CURRENCY INTEREST RATES 

Mar 18 Short 7 days Ott Three Stt One 

term notice month months morons year 


Belgian Franc 
Danish Krone 
German Mark 
Dutch Gtrider 
French Franc 


Sterling 
Suss Franc 
Canaoon ttofia 
US Outer 
Italian Lira 
Japanese Yen 
Asian SSmg 

Snort term rates as cat tor the us Deter and Yen, omeo: two day*' npttoa. 

■ THREE MONTH P«OH FUTURES (MATiFffans Htiortank ottered rate 


3% 

■ 

3ii 

3*2 

311- 

3 ft 

Oil 

3ft 

3Ji 

- 3ft 

3il 

3 is 

311 

■tt 

3ft 

s.; 

311- 

3ft 

■ 

3ft 

3i? 

■3li 


3ii 

3i 

- 3 is 

3>4 

- 3 

3&- 

3,1 

*&■ 

3,1 

aft 

•3ft 

3,1 

3A 

«! 

-2% 

3i 

3 A 

3?-- 

3,1 

3*4 

3ft 

31i 

■ 3ft 

3, : , 

313 

3*4 

■ 3*8 

3A 

3A 

3ft - 

3x1 

3*8 ■ 

3ft 

3ik 

OJJ 

3*B 

3*2 

e>4 

■ &A 

&y' 


6ft- 

&£ 

6,1 

6,1 

6* 

- 6,1 

6ft 

- 6 

5ft 

■Bii 

5« 

5U 

5Ji - 

5ft 

5ft 

514 

siS 

■5iJ 

Sii 

Mi 

6 - 

5 7 e 

6 - 

5ft 


- e 

u 

6>i 

«* 

■ 6ft 

613 

6*1 

lit 

- 1 l 2 

HI 

1A 

Ui- 

ift 

1ft ■ 

Hi 

112 

-Hi 

1ft 

1ft 

J>4 

-Si 

3,1 

2% 

3*8 

- 3 

Jlr ■ 

a J e 

3,i 

3ft 

3K 

311 

5?. 

- 5,1 

5ft 

5*4 

5*3 - 

55b 

5*1 

6ft 

M 

511 


- 6 

7't 

- 7% 

7*2 

7*8 

7,1 - 

7.1 

7ft- 

7^8 


■7ft 

713 

7.1 

»2 

" lit 

ii 

ft 

ft- 

ft 

ii- 

ft 

ft 

ft 

ft 

ft 

3^4 

-ale 

3)8 

3*4 

3^ - 

3*4 

4>4 - 

3-1* 

4!j 

■ 3% 

3*2 




Open 

Sett price Change 

High 

Low 

Ea. vol 

Open Int 

Jun 

96.51 

96.50 

-0.02 

96.52 

96.46 

29.554 

71,859 

Sep 

66 38 

96.38 

-0.04 

96/1 

96.37 

20.033 

44,130 

Dec 

9628 

9828 

-O.QJ 

96.30 

9626 

616 

30,905 

■ THREE MONTH EUROMARK FUTURES (UFFET DM 1m pcsira of 100+s 


Open 

S«1 price Change 

High 

Low 

Esl vrt 

Open Int 

Jun 

96.65 

9667 


96.69 

96.65 

41574 

214667 

Sep 

98.50 

96,56 

+0.01 

96.58 

96.50 

56060 

182249 

Dec 

96.33 

96.36 

-0.01 

96.38 

96 33 

50618 

187313 

Mar 

96.15 

9616 

-0 02 

9619 

96.14 

31218 

140385 

■ ONE MONTH EUROMARK FUTURES (UFFET DM3m points cti 1009s 


Open 

Sett pnoe Change 

High 

Low 

Esl vol 

Open mt. 

Apr 

96.72 

9673 

-0.03 

96.73 

96 72 

151 

4992 

May 


96.73 

-0.03 



0 

4197 

Jun 


96.73 

-023 



0 

535 

Jul 


9672 

-0.03 



0 

0 

■ THREE MONTH EUROLBtA FUTURES (UFFCj- LI 000m points 0( 10084 


Open 

Sett price 

Change 

High 

Low 

Est vol 

Open int. 

Jun 

92.80 

92.72 

-0.10 

92.86 

92.65 

40139 

117623 

Sop 

93.00 

92.91 

-0.12 

93.07 

92.83 

23577 

52138 

Dec 

93.07 

93.00 

-0.10 

93.15 

9223 

13266 

35069 

Mv 

93.13 

93.00 

-0.10 

93.14 

92.95 

3420 

22934 

■ THREE MONTH EURO SWISS HtANC FUTURES (LIFFE) SFrim ports ol 100% 


Open 

SeC price Change 

Hxfi 

Low 

Esi. vol Open inL 

Jin 

98.14 

98.18 

+0.01 

98.17 

98.11 

12283 

41727 

Sep 

98.08 

98.13 

+0.02 

9B.13 

98.06 

4142 

20764 

Dec 

97.99 

98.02 

- 

98.02 

97.97 

2809 

14348 

Mar 

9794 

97.68 

-0.01 

97.84 

97.84 

* i 

6487 

■ THREE 

MONTH EUROYEN FUTURES (UFFE) YlOOm ports of 100% 


Open 

Sett price Change 

High 

Low 

Eel vol 

Open rt. 

Jun 

99.37 

99.37 

-0.03 

99.37 

9927 

3000 

na 

Sep 

9926 

9925 

-606 

9926 

9924 

5004 

na 

Dec 

99.11 

99.11 

-608 

99.11 

99.11 

2100 

na 

■ THREE MONTH ECU FUTURES (UFFE) Eculm points ol 100% 



Open 

Sen price Change 

rtgh 

Low 

Est. vrt Open Int. 

Jim 

95.66 

95.84 

-0.04 

95.68 

95.64 

3040 

10129 

Sep 

95.83 

95.58 

-605 

95.63 

9528 

BSS 

5353 

Dec 

95.53 

95/9 

-004 

95.53 

95.46 

794 

4678 

Mv 

9529 

9525 

-0.08 

95/0 

95.34 

360 

3568 


' UFFE tuQues atoo trodact on APT 

■ EUROCJRA OPTIONS (UFFE) LI 000m points of 100% 


Strfte 

Price 

Jun 

- CALLS - 
Sep 

Dec 

Jun 

*- PUTS “ 
Sep 

Dec 

9250 

0.46 

0.72 

0.83 

0.24 

031 

033 

9275 

030 

0.58 

0.67 

0.33 

0.42 

042 

9300 

aiB 

0/3 

053 

0.46 

(L52 

0.53 


Eat. vo L total. Cate 691? Puts 137U. Pronoun day's open ml. Cob 119779 Puts 53396 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Mar 18 BFr DKr FFr 

DM 

E 

L 

H 

NKr 

Es 

Pta 

SKr 

SFr 

E 

C$ 

S 

Y 

Ecu 

Betghim 

(BFr) 100 

1052 

1628 

4.848 

1251 

4874 

5/57 

1069 

488.1 

411.7 

2227 

4.161 

1218 

3.965 

2289 

354.1 

2207 

Denmark 

(DKi) 53.98 

10 

0831 

2217 

0.999 

2631 

2246 

10.63 

2632 

2222 

1202 

2246 

0281 

2.140 

1 -559 

1912 

1253 

France * . 

(FFi) 81.13 

11.32 

10 

2284 

1.131 

2979 

3236 

12.03 

298.4 

251.7 

13.61 

2.544 

1.111 

2.424 

1.766 

216.5 

1.532 

Germany 

(PM) 20^3 

3221 

3.374 

1 

0382 

1005 

1.126 

4.081 

1007 

8423 

4283 

0.858 

0275 

0218 

0596 

73.04 

0.517 

ketand 

(IQ 54.04 

1021 

8.840 

2.620 

1 

2634 

2249 

1084 

263.8 

2222 

12.03 

2249 

0982 

2.142 

1.561 

191.4 

1.355 

IWy 

(L) 2.052 

0380 

0.338 

0099 

0.038 

100. 

0.112 

0404 

10.01 

0448 

0457 

0285 

0037 

0.081 

0050 

7268 

0.051 

NethHtaruta 

(FO IS. 32 

3.3&1 

2.998 

0888 


893.1 

1 

3.808 

8044 

75/5 

4.061 

0.762 

0333 

0727 

0529 

6429 

0.450 

Norway 

(NKT) -50.79 

0409 

0309 

2.463 

0.940 

2478 

2.772 

10 

2472 

209.1 

11.31 

8.114 

0.923 

2.014 

1.467 

179.9 

1273 

Portugal 

(Es) 20.49 

3.795 

3252 

0993 

0279 

9982 

1.118 

4234 

100. 

8428 

4262 

0253 

0372 

0.812 

0562 

7225 

0214 

Spate 

(Pta) 2429 

4.499 

3.973 

1.177 

0449 

1184 

1225 

4.781 

118.5 

100. 

5.408 

1211 

0442 

0963 

0.702 

86.00 

0209 

Sweden 

(SKr) 44.91 

8.318 

7.348 

2.177 

0831 

2189 

2/51 

8241 

2192 

1B4S 

10 

1289 

0810 

1.780 

T.297 

1500 

1.120 

Switzerland 

(SFr) 24,09 

4.452 

0931 

1.1B5 

0.445 

1171 

1211 

4.731 

1172 

9095 

5252 

1 

0/37 

0.953 

0604 

85.10 

0202 

UK 

(Q 65.01 

1019 

0999 

2.667 

1.018 

2881 

3.002 

1023 

2605 

2262 

1225 

2289 

1 

2.181 

1-589 

1942 

1278 

Ctatete 

(CS) 2522 

4.672 

4.126 

1223 

0487 

1229 

1276 

4.966 

123.1 

1032 

5.617 

1250 

0459 

1 

0729 

6032 

0.632 

US 

(S) 34.62 

6.413 

0683 

1.878 

0241 

1887 

1.889 

6216 

169.0 

1422 

7.709 

1.441 

0629 

1273 

1 

122.6 

0.868 

Japan 

<Y) 2824 

5231 

4.620 

1289 

0223 

1376 

1241 

5.560 

137.8 

1182 

62B9 

1.175 

0.513 

1.120 

0.816 

100 

0.708 

Ecu 

3929 

7289 

0526 

1.934 

0.738 

1944 

2.177 

7254 

194.7 

1842 

8.883 

1260 

0725 

1.582 

1.152 

1412 

1 


(IMM) DM 125,000 par DM 


■ JAP. 


YEN FUTURES OMM) Yan 105 per Yen 100 



Opan 

Latest 

Change 

High 

Low 

Est vol 

Open M. 


Open 

Latest 

Change 

HI01 

Low 

EsL vol 

□pen int 


0.5954 

02974 

+0.0025 

05983 

02935 

24.050 

64231 

Jun 

08190 

02242 

+02050 

06268 

08170 

10,100 

81,897 

Sep 

06007 

02007 

+0.0020 

02013 

0.6007 

94 

2.420 

Sep 

02375 

02365 

+00062 

08375 

08364 

68 

783 

Dec 


06027 


- 

- 

93 

125 

Dec 

” 

02418 

” 

- 

™ 



■ nq 

m mums PUTURBS (IMM) SFr 125,000 per SFr 



■ SratUKtt FUTURES (IMM) E82200 per E 






0.6083 

+0.0070 

D.698B 

0.6000 

12.W5 

38294 

Jun 

12884 

12842 

-02014 

12894 

1.5830 

9230 

37.409 


07038 

0.70 BO 

+02067 

07050 

0.7038 

23 

1.930 

Sep 

12826 

1.5820 

-02016 

12832 

12820 

23 


Deo 

07115 

07115 

+00060 

07115 

0.7115 

107 

256 
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UK INTEREST RATES 


LONDON MONEY RATES 

Mar 18 - Over- 7 days 

. night notice 


18 


One 

month 


Three 


Stx. 


One 

year 


tartar* Storing 6^ - 5\ 6 - 3% 6ft - St 8£ - Sfl 8jz - 6 H - Bg 

taring CDs - 6i-5Ji B& - Syi - Bft 6ft - 6ft 

raaauy BSs ■ • - 5i8-5%6-5jj - 

MBh - - 5B-5% 6-5H 6A-6* - 
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Notice of 1997 Annual General Meeting of Shareholders 
and 

of Extraordinary General Meeting or Shareholders 

The Annual General Meeting of Shareholders of Alliance International 
Health Care Fond (the “Fund"! will be held at 2.30 pm (local inner on 
Wednesday. March 26, 1997 ot the offices of ACM Fund Services SA.. 35. 
boulevard Prince Henri, L-1724 Luxembourg for the following purposes: 

1. To hear the report of the Directors ond the report of the Auditor. 

2. To approve the auditor's report and audited financial statements for the 
fiscal year ended November 30. 199t>. 

3. To dtschaj^c the Directors with respect w the perfonuaiKc of their duties 
during the fiscal year ended November 30. 1996. 

4. To elect the following persons as Directors, each to hold office until the 
nest anoual genernJ meeting of shareholders and until his or her successor 
is duly elected and qu a lifi ed: 

R-D. Smart. Chairman 
I. Kent Blair 
John D. Carif* 

SJi Davies 
David H. Dicvler 
WJH Henderson 
Edward J. Ledder 
YvesPnuscn 

5. To appoint Ernst A Young, Luxembourg, as independent auditors for the 
Pund for the fiscal year ending September 30, 1997. 

6. To transact such other business as may projteriy come before the meeting. 
The annual general meeting of ■hateboldcfx of die Fund will be followed by 
an extraordinary general meeting or shareholders for the following purpose: 

To approve the change of the name oF die Fund from Alliance Intematksul 
Health Care Fund into ACM Imemoixmal Health Care Fund and to amend 
article I section 1 of the articles of ineoipmh'on accordingly. 

Shareholders are advised that no quorum is required for the annual general 
meeting and resoluiiORS will be passed by a simple majority of the votes cast. 
For the e xt raor din a r y general meeting of shareholders, a quorum of 50% of 
tbe shares outstanding is required and the resolution will be cast by a majority 
of 2/3 of the dares represented ai the meeting. 

If the quorum is not reached, it is expected dun a further meeting will be 
convened at which no quorum will be required. 

Only shareholders of record at the dose of business on March 21, 1997 are 
entitled to notice of, and to vote at, the annual general meeting of shareholders 
and a any adjournments thereof. 

By Order of the Board of Directors 

March S. 1997 

R.D. Smart 
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DuarShweftaUr. 
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Sum Bank Luxembourg SA, 47 BoUeurd Royal. L-3440 Unmuboup, rth #» 
Mowing agenda: 

AOEKOA 

t Pi oa u i uaB enol die mponsolttw Board olDHeetont and oMhoAutlwa. 

2. Approval at Siebaterateahael and ttM profit and loss aeeauntaselNavBnibar 30. 

1906 and tne Olsttxflton ofdwdards 

1 Dtedtargo to ba grantad lo the Omectnia lor Bte SnanctaJ year ended Nmentw 
aat99a 

4. Aenorc on nwnktaJlcmte the etedlan of DOactors for (ha ensuing year. 

5. Any oiharbiHinaaswHkh may be property breugb baton thonuiaonB. 

Tbo shamheiraa are adutaed dm no ouonxn lor tho Hama ol ttas agenda iainquiiod. 
end Otot dm decMam wB be taken at tea mojonty vote of the ehaina praaent er 
repreearead etita Meeting. Each shew to entttMtoonevwe A sharonoMor mayact 
at any M ewngbypiray. 

By order ol me Board riOHiactats 
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service at outstanding rates. 

1. We're literally within arm's reach 
of many active trading pits-around 
the world. 24 hours a (fay. And in 
markets where flash fills are possi- 
ble. up to 90% of our market orders 
are executed and confirmed with 
just one phone calL 

2. We're specialized. Lmd-WaJdock 
is the world’s largest futures-only 
brokerage firm. With over 23,000 
customers worldwide, we have 
built-in efficiencies that large 
volume provides, and pass the 
savings along to you. 

3. You're your own broker. No 
commissioned broker will call you 
with trading recommendations. 

We give you the information you 
need, hire our exclusive Tntro- 


Account” package. You make 
your own trading decisions 
and save 50-70% off foil- 
commission firms. 

Call and find out for 
yourself why Lind-Waldock 
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Round-turn, including 
exchange fees. Most 
contracts. Discount 
accounts. 


is the number-one broker 
for independent futures 
traders worldwide. 
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NOTICE OF 

1997 ANNUAL GENERAL MEETING OF SHAREHOLDERS 

The Annual General Mceiine of Shareholder* of India UberafisBilM Food, will 
be held m 2.30 pm (local tunc) oo Wednesday, March 26. IW7 at the offiua or 
ACM Fund Services SA, 35. boulevard Prince Henri, L-1724 Luxembourg for the 
fol taring purposes: 

1. To approve the UKfiiore’ rcpon and audited fininoal (laiementi for ttv fccai 
year ended SepKmber 30. IW6. 

2. To approve the anoual report of the Fund for the fiscal year ended September 
». 1996. 

3. To elect the following petWflx V Director*, each to hold office until the neu 
Annual Meeting of Sharehotdcn. end until ho. or her sucoeMor is duly elected 
and qualified: 

Ifcvc H. Willuuiu, Chairman 

Gopi K, Aron 

John D. Can fa 

David M. Gong 

H.H. Maharajah or Jodhpur 

Miles Q. Moriand 

DcepakS. Purekh 

Ajay C. PitomoJ 

Karan Trefaan 

RcboW. Williams 

4. To appoini Erred A Young to independent auditors for the Fund fer the fiscui 
year cnduig September 3U, 1997. 

5. To trantaetteeh other huuex w may fHoperlv come before the nHsatng, 

Only Uureholdera of record at the claw of basinet* on March 21. 1907 ore nv tiled 
to notice of. and lo vole ol the Annual General Meeting of Shurchoktoi and at any 
adjoummems thereof. 

Shareholders are informed thai no quorum k required for this Annual General 

Meeting. 

By Order or ibe Board of Directors 

Man* J. 1907 

Dave H. Williams 
a&fcnun 
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LONDON STOCK EXI 


him ^ 


No real respite for beleaguered UK stocks 


V-.A.P.KETS P.EPOP.T 


BrStowKnqpMMb 
UK Stock Market EcB 


St was soars of the same for 
koodoo's equity market yester- 
day with unease afarmt US inter- 
est cates and the political uncer- 
tainty in tbe UK spreading to ail 
sect i ons of the market. 

While the FTSE 100 leaders 
[bare the brunt of the downside 
pressure an Monday, when May 1 
was set as the date for the elec- 
tion, it was the turn of the see- 
am Maaer s Mid capitalised 

stocks to suffer most yesterday. 

13k FTSE BOO index followed 
Monday's &L0 slide with a far- 


ther 1A5 faff to -13SGA The FTSE 
SO posted a shar per 3C L5 decline 
to 4.661-5 and the FTSE SmaJICap 
dipped KL8 to £352.4. 

Market makers said London had 
come under renewed lire more or 
tew? from the opening of trading. 
Wail Street’s late rally overnight, 
when it recaptured aB of an 80- 
point slide and ev entua l l y fin- 
ished 20 points higher, encour- 
aged traders to hoist their open- 
ing quotations, only to run into 
unacceptably heavy flurries of 
selling pressure. 

So. with the marketmakers cut- 
ting and running, share prices 
began to wilt, driving the various 
indices down with them. 

At rts worst, over lunchtime. 


Footsie was down 35.2 and 
looking exceedingly vulnerable, 
only to stabilise nn«i tally after- 
wards. The FTSE 2 SQ closed only 
2.7 off the day's low while the 
Small Cap's closing level was the 
worst of the session. 

There was evidence of a couple 
of small-sized jyn,»g p |rnm(i trades, 
executed durirrg the xnryrrrm^ , but 
these w are said to bare bad only 
a minor impact on the market's 
direction. At 6pm. turnover 
amounted to 83G.7m shares, split 
almost 50-50 between Footsie and 
other stocks. 

Dealers said the market's most 
pressing concerns were about the 
potential fora rale rise after next 
Tuesday’s meeting of the Federal 


Reserve's open market commit- 
tee. The odds slightly favour a 25 
basis point increase, although 
many insist US equity and 
bond markets have mostly fac- 
tored zn so eh a move, 

Regarding the election, some 
observers said London might 
have to contend with a couple of 
weeks of turbulence but that 
could provide a good buying 
opportunity. “Once the fund 
managers come to terms with the 
probability of a Labour govern- 
ment we should see a turnaround 
in the market. The FTSE 1 00 
index wasn't even In existence 
when the last Labour govern- 
ment was in power.” 

Others disagreed. Mr Bxcbanl 


Jeffrey, group econo mi st and UK 
equity strategist at Charterhouse 
Taney, the stockbroker, warned: 
~I expect the market to come off 
5 per cent, or even more, between 
now thp ejection," 

He pointed out that the yield 
on the US long bond is on the 
threshold of 7 per cent and would 
put p* a s sur e on UK gQts which 
are currently around 7J5 per cent 
"and rising", be srid. 

Wall Street gave little comfort 
to European markets yesterday, 
with the Dow Jones industrial 
Average sliding more than 20 
points not tong after the opening, 
A stronger than expected rise In 
February bousing starts was said 
to have prompte d the fall 
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ST was heavily traded as it 
followed the .diktats of one of 
lids most successful slogans 
And started to "talk the 
lafif. 

The telecoms company has 
hsen husy preparing the buy 
story to accompany its pro- 
posed jaotffl .acquisition of 
MCI of the US. It kicked off 
-its UK roadshow -in London 
■tan Monday .ami moved up 
north Jar a presejotation in 
Scotland today- 

It has already charmed US 
investors and -the essence of 
the presentation .appears to 
he twoifroiaged. 

First, strong confidence 
that regulatory approval in 
the UK . and US will not he a 
problem. .Second, the deal 
■.wffl he eamtogs-^utive to 
the tost year, im from then 
.on douhj e-earotogs growth 
•will be A feature of results 
statements. 

Coincident with these 
good reports, two big- blocks 
■of •shares, totalling almost 
22m, were traded at Md'&p, 
possibly .as .a result erf US 
buying. 

The shares shrugged off 
concerns about a possible 
'Windfall tax by .gn incoming 
Labour goyeroment and 
■sndsjl the day »p 6 at 442 p. 
Final -turnover was 43m 
shares one .of the heaviest 
daily volumes on .record- 

ftritteJi Steel may have 
topped <the iist of hltte chip 


performers, but the phrase 
"dead cat bounce” was on 
scene analysts lips. 

The shares rose 4‘« to 
158 ‘/<p on talk, later con- 
finned. that Krupp of Ger- 
many planned to isnnrh a 
takeover bid for rival Tbys- 
sen. 

The immediate view in the 
city was that a merger 
would cut surplus Western 
European capacity by about 
2 per cent and thus provide 
relief to hard-pressed indus- 
try margins. 

But. while Usinor Sactiar 
- the European leader on 
most valuations - jumped 
4.4 per cent, BS only gained 
2.8 per cent, and that gain 
follows some heavy selling 
last week. 

The company has been 
seeing analysts and telling 
them that because of the 
strength of sterling it is 
being forced to cut its prices 
to compete. 

The range of analysts' 
forecasts has come right 
down. SBC Warburg now 
stands at jElSOm for the year 
to March 1396 - the bottom 
of a .broad range - and down 
from the previous analysts' 
consensus estimate of £360m. 

Mr Mustapha Omar of Col- 
tins Stewart, who is on 
£X75m for the coming year, 
said of the Krupp move: "it's 
a step in the right direction, 
but it’s not going to revolu- 
tionise the steel Industry.'' 

UK banks ran into profit- 
taking following the sector’s 
12.5 per cent outperform ance 
against the FTSE All-Share 
index during the past six 
months. 

The composite insurance 
sector, which has been sus- 
tained .by bouts of takeover 
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CITY INDEX 


speculation in recent 
months, finally succ umbed 
to the overall market pres- 
sures yesterday. 

Commercial Union, one erf 
the favourites to attract 
merger or bid activity, was 
aggressively sold, eventually 
dosing 15 lower at GSlftp on 
good turnover of 3.2m 
shares. 

General Accident, mean- 
while. was badly hit by revs 
that it may lose one of its 
more lucrative US franchises 
in New Jersey. Persistent 
selling drove the shares 
down 17% to 822p on turn- 
over of 1.3m shares. Royal 
Sun Alliance slipped 8% to 
4Glp. with some dealers tak- 
ing the view that the keen 
selling since the preliminary 
results had been overdone. 

Nat West, still suffering 
from big derivatives losses, 
dropped 15 to 7 UV*p, the low- 
est level to more than two 
months. 


Standard Chartered, 
which has underperformed 
the sector by about 8 per 
cent during the past six 
months, rose 10% to 604$. 

4 >nH Metropolitan hard- 
ened 1 % to 490p. A note from 
Dresdner Ktehnarort Benson, 
which moved the stock from 
a "hold" to a "buy" said that 
the group's cash generation 
was far superior to that of 
its peers, but there had been 
scepticism as to whether this 
would be invested in a value- 
generating manner. How- 
ever. the broker said that it 
was convinced that if would 
be and it expected a struc- 
tured buy-back to begin this 
year. 42nton«$s eased &/, to 
48i%p ahead of its results 
tcttnoarow. with some fears 
of further currency down- 
grades. 

A surprise profits warning 
adversely .affected Waterford 
Foods, the Aim-listed stock, 
which feU gs to 70 after 
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announcing fbat 1996 profits 
would be below market 
expectations due to a severe 
imbalance between raw 
materials prices said market 
returns to the year. 

Eta Ga wp s oftened l£ to 
£1195 and VH fimttb eased 
19% to ASSMp after a press 
report that a price wax fad 
erupted to the nude market 
as fcetafflera responded to 
aggressive prieeenttSsBg pro- 
motions by Tosco and Safe- 
way the supermarket i ft a to 

for hit al bffmftr 
Stogfteber weakened 9% 
to 974V>p ahead «rf tie tawJte 
tomorrow while tisero was 
tp jje a seller 

of JKFI wtotek feSl 

7 to i45y*p, 

turer and retafler of fitted 
household goods, bm&Led a 
further 35 to W7V;p - a 


raSect a dwnge to the way 
it accounts tbr juoltimedte 


fCl fe3l IS more to 710*p 
as fife stock slipped below a 
chart support level to the 


Charter jumped VM to 
797%p on relief from the 
engineering group's results 
Also, the group bighHgfcted 
tie tocos on boaeting dsaro- 
boider vsSne. 

Charter’s tmtertyiag profit 
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rose %» per cent to *82.7ta, 
fottmsti Aeswnuuse 
peeked op M to snp as toe 
fife insurance group prom- 
teed to speed up the review 
and settlement of cases of 
pension nm-setftog and 
reported a jump to profits 
forms. 
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after a statement tost trad- 
ing to toe tost tt weeks of 
the current ftoaactei year 
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total group rotes were ll per 
cent tore than toe same 
period test year, 
wat»wg to feU m to 
W7 L, fp after the printing 
company's anawsaj rronSts 
disappototed 

Hardy 0U& Gas m&l$ to 
3i8*/^p. it road its csouiwr&L 
reserves jjm 4y douUed Hast 
year .due to successftd Re- 
coveries. 

The company aJso 
announced a £20Qsa credit 
feriiity to tosanee growth as 
weH as aepufiilraos- 
Publisbsr Boding Kinder- 
«Jey tumbled 51 to 275p after 
the company waroe d that 
profits would faff short -of 
last year’s level Dnrtteg&tt 
tough ccudfttaas in toe I® 
retsttf book mariset. cm&xy 
movemeats mad Sucreatsed 
to vestment: to its direct 
selling business would hit 
profits. 

JLt also restated its profits 
tor the year to end-tone 1896 
to £W.9m from £l74xn to 
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IS 17 1029388 
230 OlB d 300 
0 22 8 % 

134 9.1 13 177 17% 

530 44 12409213% 125% 125? 

% s 

ISO 19 17 227 25% £25% 

OI3 14 37 9% 9% 9% 

048 1.1 2S4379 43% 42% 43 

21 2001 25 24% 24% 

10 177 24% Zft 23% 

sa ii io% io% 

OB0 13 14 lia 50% 58% 5B% 
ISO 73 73 3325 56% 54% 54% 
OS 43 12 11% 11% 11% 

13S 7% 7% 7% 


. 1 % 


S3 34% BCE* 

8% 5%Ureox 
20% 16% Bate Fat 
«%&%BteH 


a 1321 40 47% 47% 

020 S3 B 58 7% 7% 7% 
037 2.1 a 10 17% 17% 
046 IS a 7486 38% 37% 38% 

26% 18%BxUorSex 044 1.0 19 208 25% 35 35 

X% 23% BMP x 030 22 781700 27% 26% 20% 

005 OS a 209 a 19% 19% 

IS 63 14 3188 27% 27 27 

IS IS 1317412 44% 42% 43% 
IS 13 19 204 60% £0% 60% 

037 23 « 10 13% 13% 13% 

034 24 11 90 14% 14% 14% 

IS 27 13 320 44% 44% 44% 


21% 15 

29% 75 BaKE x 
40% 31% BkOM* 

01% 35% BawoBV 
13% 9%0CH 
14% lftBCPAOR 
«%33%te|rtM* 

55% 44% Bated 
12ft 56% Barite 
«% 21% BrtNY 
a 14B1MADB 
51 45SnMnA 
95% 87% BankAnO 
79% 41% Bfcttti 
07 75% 90*058 * 544 63 
47% 41%6feeMk 238 02 
98% 618*1* 

80% 4? Brfip X 

87% 25% Bed (CIO 
73% 35 Bern 9P 
50% 27% Rntex 
32% 24%Bn*Gd 
16 10% BerpRd 
11% ftUW 
44% 32% Oauatt* 

48% 33 flax* x 

43% 17% Bqtert 
80% 25% Bar dte 
40% 15%BBN 
22% lift Bd Hr 1838 
0% 7% BEAkst* 072 OO 
9% 0% Betihe|x 031 U 
34 17% Bar Sam 030 2.1 


IS 13 14 214 51% 61% 51% 
115% 111% 111% 


S 24 tart* 
32Bachrreh 
S%35%teMx 


144 12 1515573 

036 23 IS 7410 39% 37% 30% 

006 OS 370 18% 16% 10% 

325 00 IS 48% 49% 49% 

am 64 Tim 94 94 94 

1.78 24 10 5253 74% 71% 72 

3 85% 85% 05% 
d 47% 47% 47% 

400 43 133149 91% 09 09% <1% 

112 11 13 45 69% 67 OB -1% 

068 15 10 1064 27% 28% Z7% -% 

IS 23 14 133 72% 72 72% 

IS 13 18 8001 48% 47% 47% 

014 05 44 9716 28% 3% 28% 

12 105 10% 10% 10% 

003 07 4554 7% 7 7 

15 27 a 4447 30% 

1.13 24 22 3099 46% 41 

34663 17% dll 
134 63 13 IQ 25% 

400 18% 11 

IS 73 17 a 10% 

484 8 8 

IS 

71946 



064 1.8 17 IS 35% 

060 14 16 480 42% 

OS 14 21 153 46% 47% 47% 



21% 12%BdMftp 
74% 55% BUNS 
24 ISBdtl 
47% 35% 9 bE6i 
41% 31 BcA A 
43% 25% Bate 


BE OIJR 
GUEST. 


CIRAGAN PALACE HOTEL 
Kempmsld Istanbul 


When you stay with us 
in ISTANBUL 


slay in touch • 
with your complimentary copy of the 


FT 


FINANCIAL TIMES 


m H » tea 

» 1 i tt HA le Me 

134 12 17 SB 20% 20% 20% 

188 44 18 9302 05% 64% »% 

0 405 19 17% 18 

144 32 IS 7408 44% 44% 44% 

044 12 17 258 37% 30% 33% 

080 13 22 1388 «% 41% <2% 

67% »Bml4SPx 420 63 4 66% 06% 06% 

75%43%8«tfx 236 23 13 *7 72% 70% 7) 

Z7% 20% Borto A 036 IS 14 16 24 23% 23% 

% ABepMtB 16 100 A % % 

33%a*%BsnSr 046 15 1617W 31% 31% 31% 
ggnaODtaHH- U 2385003000038200 -200 

12S OOOtaMS 18 1223 1206 1211 -5 

15% 6%BanyMrx 040 ZB 19 IS 14% 14% 14% +% 

29% 7% Beat Boy 33 1729 10% 9% 10% +% 

2B% 24%BM82i 230 03 18 2fi% 28 28 •% 

54% 48%Be9»lff MO 09 6 50% 50% 50% *% 

15% 7%BWfil 0335 8% 8% 6% 

07 40% Ban IS 23 3! 191 * ©% S6% 

16% 9%Ba*B 23 2730 15% 14% 15% 

41% a 98 ADR 104 27% 26% 27 

20% 15%EHa|tfx 008 04 12 214 18% 18% 10% 

S14%BtaMte s 040 13 517 15% 10% 13% 

44% SBDaftx 048 14 21 2779 34% 34% 34% 

S22%BMHn. 1.S 5.1 13 33 20% 27% 27% 

8% BBUteAOrr 033 72 303 8% 5% 8% 

0% 3% Bteudaex OS 07 339 6% 3% 3*2 

9% 8%BmM09iX 057 04 2236 9 8% 9 -% 

42%ZftBMtx 030 27 799 29% 25% 29% ft 

42% 35% Bee* Ax 051 U 15 SB 42% 41% 42 4% 

018 13 1922 9 6% 9ft 

21 2 % 2 % 2 % 

008 (U 22 US2 26% S 23% +% 

1.12 1.1 3219074 100% 102% 103% -2% 

060 13 104! 33 32% 32% 

29S4 4% «% 4% 

0« 17 488 11 10% 19% ft 

IS 63 11 33 22% 22% 22% 

70 57® 64% 04% 84% 

080 23 01646 41% 40% 40% 

081 24 870 25% 26% 25% 

IS 54 8 357 25% 25% 25% 

028 14 14 (66 20% a 20% 

IS 24 15 250 46 45% 45% 

K 632 12% 12% 12% 

IS 23 2319954 67% 64% 66% 

229 22 13 296 104103% 103% 

134 23 15 3579 138% 134% IS 


10% 7%EBKQ*I 
4% 2%BuapBM 
35 19%BMCWx 
114% 74% BMp 
47% Z7%BM4C 
11% 4%BertrOB 
i5% 3% asm aw 
26% 20% Beds Cd 
71% 37%Bu6d 
43% 31% BoMdrx 
A 2D%MM*a 
Z7% 17% ORE ROO* 

S tSBnadRx 
3B% fldgax 
UftBMkeW 
ffiXftBteSq 
Uft 72 PA 
147 94% Vx 


16% 14% BP Prato 231 172 10 294 18% 18% 16% 


ft 

ft 

| 

- 1 % 

-3 

-ft 


a% 

_ 49% BT 
32%24%BM|BU 


23% I^BneCpx 


15% 8%Bne6h 
47% 34%StfM* 
47% 35%BnAidx 
tAzt%Wtex 
7% 4% BBT 
29% 17% 


IS 63 6 361 25% 25% 25% 

120 43 13 15M 70% 99% 70% 

146 50 11 374 29% a 29% 

100 8.1 14 77* 10% 18% 16% 

10 110 13% 13% 13% 

IjU 22 IS 57 46% 46 46 
IS 23 16 a 47% 47% 47% +1% 
060 22 ~ 


3792 31% 29% 30% -1% 

19 » 7 6% 6% ft 

030 1J IS 330* a% 28% 23% 

20% 13% BteiPM* 044 24 11 675 10% 17% 18 

32% 21% Bedeyeta 11 362 33 31% 31% 

44% 34%8KMylR 300 7.1 10 96 42% 41% 42 

17 9% Bet Coat 131189 16% 15% 10 

90% 73% BUM* 123 IS 1*8587 83 81% 82% 

S4% 3S%BataRaacx 055 IS 21 9405 43% 42% 42% 

15% 9%BonttnR IS 63 3 SO 14% 

IS 


now 


24% 14%CredR 
3S%26AC«ftj 
18% 0%CMRx 

4 ftCHUgfex 004 20 
23% 13% Cmafttafit 


GA40%DM9QA 
27% is% one 
95% 43% email 
54% 34% taste 
12 10%Qnatta 
56%49%Qtd» 
1410%QMteX 
47%21%CB 
18% 9 %CR*Sb 
29%l9%Cmtec 
<2% 20% Cj*k3 


MNB CM 

oe « 6 100» Ate terete 

OS 23 18 122 22% 22% 22% 
IS 10 181187 35% 35% a% 
Tj40 80 16 132 T7% 17% 17% 
4 237 2 1% 2 

1639 21% 21% 21% 


100 U 24 2008 54% S% 03% 

4579684 36 25 25% . 

49 » 90% 08% 88% *1% 
UB 18 13 967 64% 53% 53% •% 
030 72 12 18 11% tl% ' 

IS 18 « 19 5ft 53% 

1.16 83 10 25 13 12% 13 

034 13 a 7410 46% <5% «% 

20 29*1 15% 1ft 1ft 
OAO 33 » 3322 24% 24% 31% 
a 376 40% 40 40% 




- D - 


a%2ftOR.HR 
27% 170KB SB 

£%Z7%DeR 


IX 83 1* 1525 24% 24 24% 

014 05 19 510 27 26% 20% 

IS 11 ID 846 S% 31% 3l% 

50 2ft Deter Go OlO 02 a 242 44% 43% <3% 

1ft 11%DrtaRx 010 13 112 12% 12% 12% 

V* 6% Dante OS 10 15 1570 7% 7% 7% 

20% 90MBB 33 1082 10% 18 18% 

1% %08apctt 0 22 1 1 1 

4ft 23DKM 034 15 a 0142*4% 43% 43% -1% 
2% HDOLB 312 1% 1% 1% 

31% ftMfeSB S Sa 7 6% 7ft 

03% 71% Den Foods 076 13 M 2036034% 33% 33% ft 
44 22&M»tx 058 15 138065 37% 36% 37% -1>| 


8% 

47% 33 Dm 
23% 10% DMA 
87% 00% OWN 
8 ft Matted 
39% Z7D*n 
33%2fttteGfrx 


030 75 252 8% 8% 3% 

080 1J 13 4897 45% 43% 44% -1% 
15* 82 10 <31 19916% 1ft ft 

020 02 «78ttD07% 88% 87% +ft 
54 6% 6% 6% ft 
1.(8 45 M 954 33% 32% 32% 

OS 23 M 221 31% 31% 31% 


23% Deter dp* 938 33 14 135 29% 28% 


C% ZlftPite 040 15 18 131 31 30% 


M%20% 


. 14% 14% 
25% 25% 15% 


- c- 


34% Z7% CMSEa 
117% 95% OlAftl 
87 64%UC 
21% 13% CR Carp 
53% 41% CSX 
50% 3B CIS tap 

EfclWlMM— 
43% 26% CaUdran 
31% 22% CMC 
19% 13% CttatOS£ 
36%2ftCa9SteK 
45 21%Qteceimgn 
6% 1%C0ME 
39% 18% 


is as 13 1 

7 


HB 32% 32% 32% 
97114% 114% 114% 

IS 15 21 4134 85% 84% 85% 

036 32 17 79 18% 17% 17% 

15 2.1 12 28a 50% 48% 9 

072 M 12 ID 50% 50% 5ft 
053 02 18 104 24% 23% 34 

24 5009 30% 2ft 29% 

040 15 10 516 25% 24% 25 

016 15 3* 3 16% 16% 16% 

1.17 33 15 006 35% 35% 35% 

23 4677 34% 32% 32% -1% 
010 25 5 5% 5% 5% -% 

33 878 35% £ 35% 


14% 3%tageicei*a32 23a 025 11% 11% 11% 


SftlfttaS* 072 10 3832 34% 23% 24% 

3ft1B%CI*M68 028 09 17 1BZ7 30% 29% 30 

19% 18% CMadCox 040 32 45 245 18% 17% 18% 

4T& HCtefi 077 15 30 9653 *7% 4ft <7% 

1% % dates 141318 % if % 

38% IftCMlte 032 IS 31 TIBZ 25% 3ft 24% 

*4% 21% CSpOnaRn 032 05 184318 37% 36% 37% 

18% 121* d«d 12fl IS 72 419 17% 17% 17% 

2S% 14% tart te 232 95 10 1338 2ft 24% 24% 

65% StaWB 010 02 461313 61% 8ft 01% 

DAB 15 17 599 31% 31% 31% 

757 a a a +i% 

044 12 10 5761 35% 34% 35% 

IS 5.1 1325a 37 3ft 38% 

15 14 11 4a a 36% 38% 

016 1.1 24 746 14% 14 14 


3ft IE* (MO 
32% 20% On*R 
07% 23%Q*M 
38% 33% CePSL 
«2 31% CpotrT 
10 IfttaKtH 


17% iftCBBDflaas Q« 00 19 47 16% 16 16 


99% «Cad 
10% 4% Cod Anar 
17% ii%r*teon 
83% 54 can* 
37% IftCCItap 

41 addeFtt 

11% 6% Cate 

42 25% date* 
33% aVCrtrHdan 
29% 25% Cantrlte 

ift 10% as tee 


1120 04 11 17a 54% 53% 54% 
055 05 18 200 Iflft 9% 10% 
a 101 15% 15% 15% 
IS 25 II 4636 8ft 79% Bft 
15 342 34 33% 33% 

250 04 12 01 38% 30% 38% 
OB 72 12 867 1ft 10% 1ft 
oa 05 12 1037 3ft a 30% 
212 05 10 75 32% 32% 32% 
IS &7 12 150 27% 27% 27% 
OS 05 7 IS 11% 11% 11% 
4*2 30% tad tap 078 15 a 164 48% 48% 40% 
15% 11% CeXrVM OS 75 7 no 11% 411% 11% 
a 22% CMS* 1J4 75 15 0512 3d22% ZZ% 

35% 2ft tarty Tlx 037 U 14 770 31% 31% 31% 

54% 82% CaM9 S 2703 38% S 38% 

28% 12taPpBR 10 3450 18 17% 17% 

51% sange aa 04 a sag 45% 4ft « 
oa 17 a 2BB 11% 11% 11% 


ift ift Oapand 
6% 4% Chart Me 
110% 32% date 
5 %aeeaB 
30% iftOddy 
40% 34% taanad 
3ft 23%Otenae 
1% 51 Omni 
27 20%QMM% 
16 11%CMafM 
ia% iftotfr 


6% ft »** w 

4% 3ft I 


44% 3ft am 
33% 30%Cbtaflana 
3ft 25% CHryK* 

H% 4ft OHM 
St%f60%C*aat* 

0% 7%Cta«l 
45% SftOcapItx 
67% 31%amBK 
29% IftCkM 
2% i%ceateo 
35% 2ft Oav 
41% 34% ten 
38% sored ct 
*4% 27% am oe 
127% scare 
‘ C%CkpFQAd 

83% CkpPBAd 
12% 10% tan IB AX 
12% 10% CtzaUIBx 
25% IftCKteH 
25% «C« 

20% ftCBtSR 
18 12% tart) M 950 06 1416a 
9% 7% O a eta G OS1 95 227 


92% 72%CM7S* 7S 03 
40% 36% QnCS 
91 72%CtoiU8 
127% JDOoret 
5% 2% CM- amp 
II lOOHUaiii 
3ft 9A50aBhrti 
4B% 2ft tael sav 
5ft94%Q«a* 

63% xcnci 

»CBcte 

25% 13% CM DM 
A 2ft CDgRt 
ZGlftnreoaa 
lift 68% CMP* 

1ft ftOMnbfx 

ssss? 

7% ftCBkMR 
06% <1% Carta 

*4% ji% care* 

23% 18%Ceft 
33 19% Camden 
63% sftCaortax 
S 9%CbaUc 
3ft 24% Coon* IM 05 15 10 

2ft S Carted 5 IS 7.7 


8 

ft 8 6 

124 23 1931723 192% 99 9ft 

379 1 JJ a 

a 1805 1ft 17% 17% 

256 55 II 122 3ft 3ft 36% 

OS 25 22 ia a 2ft 2S% 

118 32 168340 67% 60% 68% 

MB 17 8U 24% 23% 24% 

056 05 IS 14 13% 14 

OS IS 743 15 14% 15 

12 K 6 ft 6 
IS 43% 41% 41% -1% 
a 19 S!% 31% 31% *% 
IS 55 S720B 30% 29% 29% ' 

1.19 10 21 5621 5B% a 5ft 
132 2.1 11 13S 155% 151% 156% 

081 as 530 00% ft 8% 

240 05 18 64 3ft 30% 38% 
am is 22 3W 60% 88 00% 

030 15 11 1107 19% 1ft 1ft 
4 372 1% 1% 1% 

IS 52 17 1002 S 34% 34% 

2ffl 59 15 197 3ft 35% 30% 

014 04 223250 34% 3*2 34% 

38 5805 2ft 2ft 30% 

2d 15 13221X116% 114% 118% -1% 
ODD 04 d 93% 93% 03% 

750 7.1 nm 99% 09% 09% 

16 716*2% 12% 12% 

17 1372x12% 12% 12% 

044 15 IS 603 23% 22% 2Z% 

005 02 31 2003 22% 21% 21% 

Ot2 07 184205 17% W% 17% 

14 13% 13% 
ft 8% ft 


d 91 01 91 

IS 11 7 107 41% 41% 41% 

7S 0S ZED 89 89 89 

2S2 15 S 812 122% IS 129% 

083 2% d2% 2% 

098 01 77 10% II 

OS 15 11 877 a% 




78 9(1 44% <0% 43% 
OS OB 10 2037 49% 47% 47% 


036 05 43203 00% 99% 60% 
010 02 72 13(7 Bft S% 61% 
015 OS 529 17% 16% 17% 
012 04 21 44S S 31% 31% 
387 13% 13% 13% 
ZS 25 S 35BB 106% 107% 106% 
OB4 BS 15 10% 10% 10% 

055 65 591 ft 7% 0 

OS 1* 89 87% 7% 7% 

051 05 797 a7% 7% 7% 

OS 75 1427a 60% 59% 5ft 

OS 02 tS 5957 4ft 42% 4ft 

IS 75 22 101 21 20% 21 

028 09 15 100 31% 31% 31% 




MtartEfiS IS 73 

7% Cmm hr 



6ft 60% 
12 % 12 % 
28% 29% 
34% 24% 
«% 25% 

ft ft 


07% 30% Canm 1527605 77% 74% 74% 

' 6% Congo BS 15% 15% 15% 


18% 6% Congo 85 15% 

67% 33%QnpAK OtO 01 4629627 SO a 3ft 

gftB3%ChgOR 23 5425 64% 452 V B3 

47% ift Conge TEg 0.10 03 29 644 3ft 36% 36% 

33 16% Cmte 0.78 25 34 1002 20% 2ft 2B% 

14% 4ACtertM 5 5146 S% 0% ft 

K%37%Cn*(|a IS 1JJ S3 5963 656% Gft SB 
S% 2t%Caeetax 1J2 75 12 82 22021% 21% 

34%18%tate4x 152 50 13 32 23% 22% 22% 

mn%QAix IS 1.7 a 9075112% Tift 112% 

81% 6*%Can*64J35 4« U « N n H 

110 09 193813 31 30*2 3ft 

550 7.1 18 71% 70% 70% 

OS 1.7 15 1214 74% £24% 

154 17 16 2Dn 5ft 51% 52 

IS 12 13 441 52% 52% 52*2 

S 1054 3B% 3ft 38% 

012 03 1712204 3ft 38% 36% 

71® 97% 97% 97% +1% 


34% 25% taaBI 
90 65% tan Ed PI 
JftUMtaftt 
5S% *1% CnHC 


57% 47% data 
nlrCoaiSkn 


•I 


11 


d te 

zim 07 

sa is% 

47 9% 
482 1ft 


61 

97 

IS 

ft 

19 


3ft 

4ft iBtaamx 
99% 91C9y7Sx 7« 75 
81 50ttgy4.18x 4.16 05 

90% a0ta7S* 7.45 7.7 
15*2 11%ta»Mfe 
1ft 9%ta»HR 13* 125 
22% ftCBeMR 

47 34% Cette* 112 25 1515S 46% 43% 45% . 

27% nCrtelSSz OS U 15 H 20% 2ft 20% 

17% 11% tan tad x 02* 15 12 13 15% 15% 10% +% 
IS 17 14 30M 52% S0% 51% -1% 
072 15 ® 4368 45% 44% 45% -% 
OS 12 I1 106 27% 0% 27% -% 
124 4,7 IB 290 3B% 2ft 26% -% 

18a 18% 618% 1ft -% 
2 6 16% 18% 16% -% 
OS 15 tf 380 JZ% 32% 32% +% 


55%36>2drtX 
S23JDOdng* 
3t% ift Corey Cr 
a% lfttaBattr 
S 18% Coram 
16% fttat 
3ft 24 Cm* 


73% 55% 

114 4% Ota tap 
44% 2262 create! 
76% 20% OWE 
41% 27% DM 
26% ttDnanf 
79% 53% tansy 
43% 30% OceFd 
4ft 3ft 
9% 0% 

35% 24 

39% 29% Ban* 
55%36%0ertx 
C% BftteCh 
45% 31% DpekB 
23% 13% 

31% 25% DOE* 

1ft ift Dane 
36% 23%(kn*6x 
10 % 
ft 


15S 08% 06% 67% 

d 4% *% 4% 

050 U a 2750 41% 40 40% 

1OS0 3D 26% a 

010 05 15 3041 32% 31% 31% 

MO 2.7 a 387 S 22% 22% 

053 07 33 0183 76% 74% 75% 

040 IS 28 4343 33% » 36% 

258 SB M 2945 35% 3ft 33 
lie* 014 1J 5 01 ft 8% 8% 

036 ID 19 187 95% 3<% 35% ft 
076 25 «S9 30% 30% 30% 

008 IS 15 2497 54% S 53% -J 

3S 35 10 3507 64% 02% 02% -1% 

196 23 22 1537 43% 43% 43% -% 

032 1A 27 305 2% 22% 22% -% 

IS 45 12 544 28% 2ft 2ft -% 

13 441 11*0% 10% -% 

MO 22 2B0EO8 31% 30% 3ft -% 
IB 10% 10 10 -% 

1« 9% ft 9% 


a tasFdSx OS M 

DrfnaGx us 8.1 


37% 27% DTEEagyx 2S 75 12 25® 
a eDnftztM 4S 04 4 

2ft 9%Dunme 
53 43% OrtPax 
42% 20%DMny 
27% 20% DOOM 
lift BftDrtrt 
31 2ftDmL41x 
38 aDeqaainx IS 7A 
a 34% DbmMS* ZOO 7£ 


31% a0te.42x 
17% 1D%0«* 
33% 22% Dpanta 


9027% 27% 
71 70% 70% 
15 S 23% 2% B 
212 45 13 5670 44% * 44% 

204 *9 S 365 41% 41% 41% 
OS 31 t5 3623 25% 26% 28% 
228 21 17 0772 113% 109% 111 

205 7s d a a a 

Z50 25% 25% 25% 
1 26% 26% 2B% 


-I 


■ft 


210 72 d a a 

14 283 11% 11% 11% 

aa <us 12 a 33 sz% a 


-fi- 


ll 4%Bxre* 

Z5%16%EO£t 
0 0.11 GA Mi 
57% 29% Beftgna 
24% 14% 1-KIUto 
40% 30*2 E&Hp* 
76% sovasta* 
94% 65%BQteh* 
74%S%Eafen 
38% 29% EtM 
39% 29% EcoeR x 
3% gEtata 
2% tfBental 
41% &% GShbUix 
ft ftOttOev 
38% 23tea ADR 
25% 16% Bear tap 
63% 40% EDS 
53% 33% BUqK 
1ft 5% BkM 

39% 15% am cep 


»% a% 
4% ft 


i 


90 5% 5 

OS 25 It 3G7 21% 21% 

464 4% ' 

OS 04 23 245 54% S% 52% -1% 

IS 02 12 123 18% 16% 11% 

IS O 11 217 33% 32% 3Z% «-% 

IS 12 11 1031 55% 54% 54% -% 

IS 20 a 5832 88% 87% 57% -% 

IS 22 16 BOO *74% 73% 73% -1% 

OS 20 14 4m 34% 34% 34% -% 

064 1J 21 634 36% 37% S 

S78 % ? t ,*< -& 

IS 47 13 3695 21% 21% 21% -% 

072 20 11 B47 35% 35% 35% -% 

ta 5% 5% ft 

007 33% 33% 33% 

oa 1.1 a 282 25% 25 25% 

OS IA 47W31 42% 42% 42% 

OS 10 25 2301 m 48% 40% 

IS 70 7% 7% 7% 

21 8057 34 32% 33 

ft 7EnoGn4 US 02 S3 8% ft 8% 

52%38HErtS 2.10 45 21 3751 50% 49% 5D% 

7% BEng*04J5 0.47 7 2 d 0% 6% 6% 

19% 17% area ta ia to is za is% ift ift 

1010%&gnaCA 01a 00 19 ISO 16% 15% 16% 

76% 51% BxIrtADR 1.11 17 13 348 64% 63% 64% 
31%21%BMD»0a IS 40 15 149 30% 30% 30% 

37 31%taP*0n 3061 S1%<01% 31% 

63% BEngjWrt 12 4S 5ft 38% 56% 

26% 17% EngOPx OS 10 21 808 23% 22% 2Z% 

062 57 11 243 11 10% 10% 

IS 7.1 II 666 22% 21% 32 

OS 21 1710030 40% S 39% 

012 OB 23 3Z78 21% 20% 21 

33 4641 49% 47% 48% +1% 
aa M 2673 21% 21% 21% -% 

15 7.1 13 3881 25% 2ft 25% ' 

Z100 1% 1% 1% 

032 1.1 a 2004 a S 29% 

aa 0.7 a 8317 30% 29% 30% 

l.n IB 18 232 31% 31% 31% 

054 07 X 944 50% «% 50 

10 217 27% 27% 27% 

OS 50 11 IX 8% ft ft 
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No real respite for beleaguered UK stocks 


V-.A.P.KETS P.EPOP.T 


BrStowKnqpMMb 
UK Stock Market EcB 


St was soars of the same for 
koodoo's equity market yester- 
day with unease afarmt US inter- 
est cates and the political uncer- 
tainty in tbe UK spreading to ail 
sect i ons of the market. 

While the FTSE 100 leaders 
[bare the brunt of the downside 
pressure an Monday, when May 1 
was set as the date for the elec- 
tion, it was the turn of the see- 
am Maaer s Mid capitalised 

stocks to suffer most yesterday. 

13k FTSE BOO index followed 
Monday's &L0 slide with a far- 


ther 1A5 faff to -13SGA The FTSE 
SO posted a shar per 3C L5 decline 
to 4.661-5 and the FTSE SmaJICap 
dipped KL8 to £352.4. 

Market makers said London had 
come under renewed lire more or 
tew? from the opening of trading. 
Wail Street’s late rally overnight, 
when it recaptured aB of an 80- 
point slide and ev entua l l y fin- 
ished 20 points higher, encour- 
aged traders to hoist their open- 
ing quotations, only to run into 
unacceptably heavy flurries of 
selling pressure. 

So. with the marketmakers cut- 
ting and running, share prices 
began to wilt, driving the various 
indices down with them. 

At rts worst, over lunchtime. 


Footsie was down 35.2 and 
looking exceedingly vulnerable, 
only to stabilise nn«i tally after- 
wards. The FTSE 2 SQ closed only 
2.7 off the day's low while the 
Small Cap's closing level was the 
worst of the session. 

There was evidence of a couple 
of small-sized jyn,»g p |rnm(i trades, 
executed durirrg the xnryrrrm^ , but 
these w are said to bare bad only 
a minor impact on the market's 
direction. At 6pm. turnover 
amounted to 83G.7m shares, split 
almost 50-50 between Footsie and 
other stocks. 

Dealers said the market's most 
pressing concerns were about the 
potential fora rale rise after next 
Tuesday’s meeting of the Federal 


Reserve's open market commit- 
tee. The odds slightly favour a 25 
basis point increase, although 
many insist US equity and 
bond markets have mostly fac- 
tored zn so eh a move, 

Regarding the election, some 
observers said London might 
have to contend with a couple of 
weeks of turbulence but that 
could provide a good buying 
opportunity. “Once the fund 
managers come to terms with the 
probability of a Labour govern- 
ment we should see a turnaround 
in the market. The FTSE 1 00 
index wasn't even In existence 
when the last Labour govern- 
ment was in power.” 

Others disagreed. Mr Bxcbanl 


Jeffrey, group econo mi st and UK 
equity strategist at Charterhouse 
Taney, the stockbroker, warned: 
~I expect the market to come off 
5 per cent, or even more, between 
now thp ejection," 

He pointed out that the yield 
on the US long bond is on the 
threshold of 7 per cent and would 
put p* a s sur e on UK gQts which 
are currently around 7J5 per cent 
"and rising", be srid. 

Wall Street gave little comfort 
to European markets yesterday, 
with the Dow Jones industrial 
Average sliding more than 20 
points not tong after the opening, 
A stronger than expected rise In 
February bousing starts was said 
to have prompte d the fall 
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ST was heavily traded as it 
followed the .diktats of one of 
lids most successful slogans 
And started to "talk the 
lafif. 

The telecoms company has 
hsen husy preparing the buy 
story to accompany its pro- 
posed jaotffl .acquisition of 
MCI of the US. It kicked off 
-its UK roadshow -in London 
■tan Monday .ami moved up 
north Jar a presejotation in 
Scotland today- 

It has already charmed US 
investors and -the essence of 
the presentation .appears to 
he twoifroiaged. 

First, strong confidence 
that regulatory approval in 
the UK . and US will not he a 
problem. .Second, the deal 
■.wffl he eamtogs-^utive to 
the tost year, im from then 
.on douhj e-earotogs growth 
•will be A feature of results 
statements. 

Coincident with these 
good reports, two big- blocks 
■of •shares, totalling almost 
22m, were traded at Md'&p, 
possibly .as .a result erf US 
buying. 

The shares shrugged off 
concerns about a possible 
'Windfall tax by .gn incoming 
Labour goyeroment and 
■sndsjl the day »p 6 at 442 p. 
Final -turnover was 43m 
shares one .of the heaviest 
daily volumes on .record- 

ftritteJi Steel may have 
topped <the iist of hltte chip 


performers, but the phrase 
"dead cat bounce” was on 
scene analysts lips. 

The shares rose 4‘« to 
158 ‘/<p on talk, later con- 
finned. that Krupp of Ger- 
many planned to isnnrh a 
takeover bid for rival Tbys- 
sen. 

The immediate view in the 
city was that a merger 
would cut surplus Western 
European capacity by about 
2 per cent and thus provide 
relief to hard-pressed indus- 
try margins. 

But. while Usinor Sactiar 
- the European leader on 
most valuations - jumped 
4.4 per cent, BS only gained 
2.8 per cent, and that gain 
follows some heavy selling 
last week. 

The company has been 
seeing analysts and telling 
them that because of the 
strength of sterling it is 
being forced to cut its prices 
to compete. 

The range of analysts' 
forecasts has come right 
down. SBC Warburg now 
stands at jElSOm for the year 
to March 1396 - the bottom 
of a .broad range - and down 
from the previous analysts' 
consensus estimate of £360m. 

Mr Mustapha Omar of Col- 
tins Stewart, who is on 
£X75m for the coming year, 
said of the Krupp move: "it's 
a step in the right direction, 
but it’s not going to revolu- 
tionise the steel Industry.'' 

UK banks ran into profit- 
taking following the sector’s 
12.5 per cent outperform ance 
against the FTSE All-Share 
index during the past six 
months. 

The composite insurance 
sector, which has been sus- 
tained .by bouts of takeover 
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CITY INDEX 


speculation in recent 
months, finally succ umbed 
to the overall market pres- 
sures yesterday. 

Commercial Union, one erf 
the favourites to attract 
merger or bid activity, was 
aggressively sold, eventually 
dosing 15 lower at GSlftp on 
good turnover of 3.2m 
shares. 

General Accident, mean- 
while. was badly hit by revs 
that it may lose one of its 
more lucrative US franchises 
in New Jersey. Persistent 
selling drove the shares 
down 17% to 822p on turn- 
over of 1.3m shares. Royal 
Sun Alliance slipped 8% to 
4Glp. with some dealers tak- 
ing the view that the keen 
selling since the preliminary 
results had been overdone. 

Nat West, still suffering 
from big derivatives losses, 
dropped 15 to 7 UV*p, the low- 
est level to more than two 
months. 


Standard Chartered, 
which has underperformed 
the sector by about 8 per 
cent during the past six 
months, rose 10% to 604$. 

4 >nH Metropolitan hard- 
ened 1 % to 490p. A note from 
Dresdner Ktehnarort Benson, 
which moved the stock from 
a "hold" to a "buy" said that 
the group's cash generation 
was far superior to that of 
its peers, but there had been 
scepticism as to whether this 
would be invested in a value- 
generating manner. How- 
ever. the broker said that it 
was convinced that if would 
be and it expected a struc- 
tured buy-back to begin this 
year. 42nton«$s eased &/, to 
48i%p ahead of its results 
tcttnoarow. with some fears 
of further currency down- 
grades. 

A surprise profits warning 
adversely .affected Waterford 
Foods, the Aim-listed stock, 
which feU gs to 70 after 
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10% 10% 10% 

. 1 % 1 % 1 % 

24% 24% 24% 

50% ®% 50% 

27% 26% 27% . 

106% 103% 103% -2% 
70% 70 70 +% 

40% 3B% 40% +% 
55% 55% 55% -% 


•% 


♦% 

•% 


11 6% IK 
52 49%USnG4.1 
36% 24 ISC 

35% 28% UST 
71 38% UN. 

25 20% IB Co®* 
14% 5%WCta 
35% 39% Unlearn 
33%21%lkMfee 
25%16%IMIMx 
WB% 72% IMtf 
291%130%IUMV 
55% 44% ifeCanp 

S 36%uncm 

16 % Untn Don) 
56 46% Ufi 380 
66 GOIkfi 450 
44% 36IXSSCI 
64 34%Uancx 
54% 34%UnlatfW 
23% 17% lUnTan 
9 5%Ub®i 
12% 4lMt0ap 
29% 18%UkHaM 
IB 13% Wort*. 
27% WUdtaHX 
ra 30 %i*mxgr 
«27%UkMmx 
■ 4% UMxkat 
14% 11% lAXfrkrfotf 
18% 9%UPaM3l7 
23%t4%U9W 
381B%USFIV 
29%.19%USHxn 
48% 26% USA) 

47 19% usSug 
79% 45%UUT*c 
16% 12UMWV 
39% 14%UriWe4 
45% aWiFoc* 
22% 17%IMtl«IX 
33% 22%UnMBp 
45% 27% Ifeocri 
79% 54% UNBM 
39% 17% US tad 
37% 27% USttata 
23 14% USRM 
33% 17% USA WSr 
26% 1l%UGNr 
10% 6% USLRtac 
26% 17% USCM 
37% 34% USX US 
17 10 USX Den 
30% 2S% IMrap 


4.10 8D 


H >1 10% 10% 10% 

11 51% 51 51% 

9 931 38% 35 35% 

1^ .07 1119219 29d28% 28% 

11 55321171% 68% 70% 

1 42 57 16 1743 24% 24 24% 

6B 300 14% 14% 14% 

180 77 6 48® 21 d2D% 20% 

044 U 21 403 32% 32% 32% 

012 08 15 1® 19% 16% 19 

224 £2 19 31 103% 102% 103% 

435 £5 20 1851 187% 188% 188% 

120 37 291563 49% .48% 49% 

075 1JM1 4318 48% 47% 48% 

SO 1M 24 23% 23% 

13 7.1 20 «% 49% 49% 

450 7.1 3 84% 83% 63% 

£54 69 12 7B3 37% 36% 38% 

1.72 £8 18 2605 61% 60% 01% +% 
178 £9 22 1943 44% 43 43% -% 

020 V) 11 2915 19% 19% 19% -% 

3131 9% 0% 6% 

23 479 8% B% 8% +% 
074 £7 20 1238 27% 28% Z7 -% 
1in 66 31 957 15% 15% 15% 
0200714 49 26% 26% 28% +% 
003 01 264479 54% S% 52% -1% 
£88107 6 397 27% d27 27 -% 

028 39 11 118 7% 7% 7% ■% 
LS2 04 10 14 14 14 

44 2 12% 12% 12% 

020 09 152652 22% 21% 21% -% 
53 3278 33% 32% 33% 4% 
7 2B4 27% 26% 27% *% 
099 £1 14 951 47% 47% 47% 

016 05 23 5713 36% 34 34% -1 

124 1J 21 4327 76% 73 73% 

092 55 14 195 16% 16% 16% 

19 318 34% 33 33% 

194 30 14 142 34% 34% 34% 

1.70 01 18 144 21 20% 21 

195 35 12 307 30% 30% 30% 

0® £1 22 6275 39% 38% X 
1.14 15 231942 75% 75% 76% 

181983 37% 36% 37% 

£14 62 13 BOOt 35% 34 34% 


9472 19% 18% 16% 
2784 *38% 38% 38% 
9 6499106% 26% 26% 
0® 79 0 33 9 8% 8" 

076 £9 11 B557 27% 26% 

190 15 91903 29% 28% 

020 15 20 8 15% 13% 13% 

1-76 BJ 11 1655 96% 26 26% 



3 

+% 

-% 

-% 

J 4 

-% 


TIL 17 ® 
Btr * E Ms 


Oft 
Gtan Fret 
Bhfe ter M Dm 


71% 47% VF ® x 152 

34 20%MaraE 052 

6% 5%ttaHtacx 020 
29% 14 %\MhWi 
11% 9% IMnCqAIT x 072 
29% 6%va®tag 
82% 40% Minx 056 
39%25%fta» 

52% B% VBrtme 
14% 12%VMar 1® 

17% 13%Vtadi 052 

76 B7%Hrt3U%!)Ox 590 

3Z% 17%VMriTW 
38% 24% An Inc 
48% 32% Vndrim 
11% 7%VBfcrtBr 
73% 251fcnD» 

64% 35%Vtra® 

6B>1 53%VWbriU 


-V- 

£2 14 539 
15 24 4761 
£5 a 

17 2511 
69 124 

331915 
09 1617# 
53 997 
23 482 
79 0 72 
19 48 372 
U a 


076 


21 1421 
1.7 S 1950 

7 a 
a 383 
49 25 T25 
£0 12 151 


68 % 88 % 
034% 33% 
7% 7% 
24% 24% 
10 % 10 % 
26 25% 
57% 57 

36% 36 

36% 35% 
13% 13% 
17% 17% 
69% B% 
23% 22 % 
2 B% 27% 
45% 45% 

9% >% 
70% 90% 
64% 64 

066 % 65% 


34 

7% -% 
24% -% 
W% 

26 +% 
57 -1% 
36% 

35% -% 
13% -% 
17% ■% 
59% 

23 -% 
27% ■% 
45% -h 
8*2 ■% 
69% -1% 

« -% 
66 % 


- w - 


29% 16% MS tad 
32% 27*2 Witten 290 
S% i7%Mtntac 
64% 30% wan 1® 

31 14% WMM4 028 
4% 2%Mtan 

44% Z9%mga 048 
25% 25% HUkcGSi 056 
29%19%WM1x 077 

90% 44%WbLm 1® 
22% ia%w mn em i u» 
25 19%WsriCL 1.14 
30%25%MriMUx l® 
3S0%27B%«ta!MV 4® 

12% 6% MtgsriAM 
44% T7WXkJn> 048 
6% HMariU 0® 
38% 23%HDittflt 
20%15%WB®(IM a® 
44% 34% VtalnflBf l £56 
4% 29MMSI 
34% 27%WeriU( 092 
24% 15% VMnaix 032 
32B%2QZ%1WV 5® 

23%ie%Mndn> 024 
»a%«MCo D® 
16% l4%«aelcetEx 
75% 49% wan* 

77% 1B%WXgni 
21% 11% WditaGBi 0® 
34% aiMitax £10 
21%15%W«a 0® 

30%®%VMMC 1® 

33% 25%Wsanx a® 
50% 39%NyAW 1® 
17% 13% Vftgririxtr 012 
81% 44% HMIpl 1® 
45% 27%IHilknal 
25% 21%mbBX 042 
26% 10% NMtt» 

37% 30% War be m 
47% 28jS*fcsx 194 
6% 5%WMb* 010 
16% 6%«ttttx4i 0® 

®2B%ntt>xx on 

19% 0% HkaetaoD 0® 

32 23%WkEh 1® 
22% 11 WtanO 012 
37% 26%lUfcoCapx 040 
31% 22% INC ADR 853 
37% 27%WXTx 084 
39% 15%«UMtkc 013 
25% B%WeeM8 

24% 17%«XtnMB 
10% 3%mxtkeqi 
34%26%W>S®x 1® 

B7% 48%WbWi 076 
44% 27% W)ta Bed x 032 
22% 13A«lmtatx 032 


21 1992 20% 19% 19% 

7.1 11 305 26% 27% 28 -% 

12 381 a 29% 26% 

£7 15 19B2 G0% .59% 59% -% 

15 a a 17% 17% 17% 

153 3% 3% 3% +% 

LI a 3819 44 43 43% 

12 16 628 33% 32% 33 -% 

09 2142088 29% 29% 29% 4% 
1 7 ® 8277 96% 87% 87% -% 

45 IB ZO a 22 72 

31 12 135 22% 22% 22% -% 

38 11 SB 28% 29% 28% -% 

15 17 4930% 344% 348% *1% 
1387 7% 7% 7% 

19 63 418 25% 24% 34% -% 

19 2 ® 4% 4% 4% 

21 2533 29% 29% 29% +% 
19 1® 16 15% 15% 

OO ® M5 43 42% 42% •% 

1795 2% 2% 2\ 

31 IS 205 &% 29% 20% -% 

19 ® 567 19% 16% 16% •% 

19 24 4272 304 205% 297% -5% 

1.1 17 1709 21% 21% 21% 

£1 14 a 27% 27% 27% 

IB 335 17% 17% 17% ♦% 
26 1971 61 60 80% 4% 

IB 7106 59% 57% 57% -% 
19 ® 178 19% 10% 19% 

89 12 1254 31% 30% 30% -% 
1.1 19244 19% 1B% 16% -% 

46 It 70 26% 27% 27% -% 

31 15 1332 29% 2B% 28% -% 
33 ® 4622 48% 48% 48% *% 
09 72 5® M% 14% 14% -% 
£7 21 2829 51% 50% 51 +% 

S 5 38% 38% 36% -% 
1J 17 681 24% 24 24% +% 

06 10% 10% 10% -% 
4.7 13 124 35% 35% 35% 

£3 21 4075 46% 45% 45% -% 
1910 7 5% 5% 5% 

15 92 979 13% 13% 13% +% 
£921 837 33% 32% 33% -% 
£7 12 1® 7% 7% 7% +% 

69 12 2837 24% 24 24 -% 

06 a 34 16% 18% 18% •% 
19 2556 34% 34% 91% -% 

£1 22 152 25% 25% 25% -% 
£0 32 604 32% 31% 31% -% 
04 SO 272 35% 35% 35% 

17 5112 22% 22% 22% -% 
123 23% 23% 23% -% 
302 3% 03% 3% -% 
7£ 13 193 26% 26% 26% -% 
19 ® 592 60% 59% 59% -1 

15 10 913 34 33% 33% -% 
1.4 14 16 2% 22% 22% 


-X-Y-Z- 


63% 39%Xonx 1® £1 17 4835 
47% 39% on Cap a® 1918 is 

25% ®%YMnE0Xl® 6910 107 


57 43% York IB 
5 IMata 
25% 5% 2MB 
29% 21%ZMBnikd 
7% 6%Znhtac 
23% 15% ZM 
11% 10%2»«(^}f 


098 09 12 33S7 
42 
1M84 

1® 3.7 12 IK 
073101 322 

012 09 17 117 
1. 12 100 265 


B SZmgToUx 094 89 382 


81% 50% 
41% 41 

21 % 21 % 
44% 042% 
4% 4% 
12% 8% 
27 26% 
7% 7% 
21 % 21 % 
11 % 11 % 
B% 8% 


GO -1 
41% ■*% 
21 % 

43% -1% 
4% 

11 % + 2 % 
26% ♦% 
7% -% 
21 % -% 
11 % 

8% 


Afca Itti riwM EdX rn <*n ttnaatoi 


i m Ion tor WSE nflect «e p«M tan Jm 1 1B9E. 
Mm MM. nw d MUM n anne Ottiiami taod 


tax RE ptottmtaga Erie ttirin 
nd a Bx-dgte. yUlttL Mtaw ta HL 


f FT Free Annual Reports Service 

tod ran obtain the carat annuri rapora and t araSaUa 
quarttrtjr lepotB of my com pa nie s on me US oemgra wtt 
■ * systxL To orttar reports itag Sraerrattond Access) 
1-804-320-8087 or tfw Ob names of 8» compmtas wboee 
reports yoo want and fex ynr request U Odemritanel Access 
1-804-320-8135. Hepols «a be earn the next wttig day, 
sufyed to aeauny. You ran abo Oder onlna at Http tff 
tnwJdtaKuxxnAigHiMlL 


AMEX PRICES 


4 pm dose Unh 18 


W Sk 

am - Mr. E TOO* Iflfk LonCtoHiGtaa 


ttlkpt 

Make 

MphsM 

taasrp* 

4ndM 


ASH taw i 


UtaaA 

NMVD 

BUOcu 


K 15% 15% 15% -% 
■ .5 a i,% i% iA • 

IK 8 % 8 a . -% 

434 5 3 40 39% 39% -% 

77® 10% 3% 9% -% 

74 12% 12>2 12% 

' ' ' ' 40 5 5 5 

200. 7 11 22% 22% 22% 

U. 123 6% 8ft &i -A 

3134. 7% 7% th ♦% 

20 3% 3%- 3% 


HUriTA* 
a«tt» 
Be erf. 
BA® Han 
BkftdA 


18 6 4% 4% 

UB 16 14 46% 45% 

00 3& 2U 

US 11 1239 17% 17% 
B 3A 3& 
1® 1® 40% 39% 

12 241 27% 27% 
M0 11 GO 2 1U 

030 - 61042 . 26 25% 
UK 27 21 23% 23% 


4% 

48 

23 

T7d 

3A 

40 

27% 

2 

26% 


+% 

-A 

i 1 . 

4% 

+Ja 

+/i 

■^e 


^“•wr 0® 14 4® 35% 35% 35% +% 
TOO ^2 4,» 4% 

- 21 3K 030 29% 29% 

"" ffl 10% 9% 9fl -ii 

24 1» 1% 1% -A 
yr « s% b% 



pi at 




pi at 



Stack 

Oh. E IB® 

Mb LoaCtoMCtog 

Stock 

Oh. 5im 

H0h LaaCtaseGkHg 

CnesAiTA 

064 ® 205 

11% 11% 11% 

+% 

Httn 

0# 181584 

43% 42% 42% 

-% 

Crowa C A 

48 

tl% 11% 11% 


HraWiCh 

so 

% % % 

+A 

QnnCB 

16 

11% 11% 11% 

-% 

Hein 

010 31 37 

24% 24 24% 


CtaXcx 

038 17 SO 

23% 23% 23% 

+% 

HnuW 

209 

17% 17 17% 

-% 

CytiBx 

110 

9% 9% 9% 


EtmanknA 

10 49 

B% 6% 6% 


QM 

256 

2% 2% 2ft 

-U 

nmracpi on 18 151 

12% 12% 12% 

4% 





hew 

3® 

8% 6% 6A 


EetoCD 
Echo Bar 

0«« ZO 
36® 

13% 13% 13% 
7A 6ft 7% 


Hang* 

fcax 

34 122 
17® 

10% 9ft Bft 
12% 12% 12% 

-ft 

-% 

EcfiJEnA 

032 67 Z100 

6% 6% 8% 




2% 2ft 2% 

+ft 

EdtoRt 

191 

10 0% 9% 


Jen Bel 

220 

tens 

ZO 

15 15 15 


JTSCorp 

1779 

2%d2% 2A 

-% 

EgHFdX 

£77 G3 

84% 83% 84% 

4% 

KhtricCp 

ZS 25 

3% 3% 3% 





KopEq 

03025 2® 

18 17% 17% 

-% 

Febhdix 

07018 7 

25% 28% 28% 

4% 



8% 6 6% 

4ft 

FtaaAx 

£® 13 54u64% 83% 64% +1% 

Latarge 

OK® 122 

Foe# La 

071213 38% 37% 38 

“% 

Lynch Cp 

20 10 

104 101 104 +3% 

Trequeney 

11 147 

11 10% 10% 

4% 

Mnxan 

19 tS2 

47 48% 46% 

-% 

Sana 

<UD 13 17B 18% 1B% 1B% *% 

MadkA 

052 11 164 

31% 30% 30% 

-% 

GotehtaG 

15® 50% 47% « 

-2 

MtaiMfe 

503 

10% 9% 10 +% 

GkntFdA 

078 17 237 33% 32% 32% 

■% 

Meta 

20 

7% 7% 7% 

. 

am 

070 11 156 16% 16% 16% 


HoogA 

14 28 

23% 23% 23% 4*2 

GnkHBld 

3! 

A d% % 

■A 

MGREto 

3 

% % % 

| 

HoOf 

28 

% ft % 

+A 

mpbCct 

4 178 

7% 7% 7ft 



h at 

Stock Dk. E WBe Ugh LonOkuOng 

IWUnAx 0® 23 2913u45% 45 C% 

IM 8 GQ9 15% 14% 15 

FegnmB W5175 6% 8,% 8ft -% 
PeiW 4 148 8% 73 7H -A 

PMC 1® IT 57 14% 14% 14% -% 


Raganflad 


d28 2B 


SJWCorp 2® 21 9 49% 48% 48% -% 


Tat! Plata a® 13 
TeHItatax 042 39 
Theneeacex 26 
Thenatas 27 
T06W 090153 
TwaQfly 0 
Titan fli 
Ttaraltax 


86 9% 9% 
W 39% 39% 
748 19% 18% 
531 31% 30% 
S3 11 10% 
25 % A 
9 0% R 
91 B 17% T7 


9% 

39% 

18% 

31% 

10% 

% 

% 

17% 


*% 

+% 

-% 

-% 

-% 

*A 

+% 

♦% 


UtftadeA 

UHRntaS 

USCeU 


21 3 1ft 1ft HI 

11 1J4 1» 1ft 

17 Z73 26% 28% 26% 


VaconA 121 721 38% 36% 38% +% 

naox# 1234515 37% 38% 37 

WET 1.12 IB zO T2% 12% 12% -% 


Xynrtx 


137 Id 1% Id i'< 


to Sri 

Stack Ok. C MB* Iflta Inr Let (ttf 

ACC COD 814885 22%®% 21 -% 

Acm«E 2383 5A 4ft 4ft A 
AodanCp 361238 15% 15 15% -A 

Attttta 381195 38% 34% 38% -% 
ADC Tata 41 BB13 26% 25% ® +% 
AdeetOADn 01634 5 38% 38% 38% 
MOBS* 0® 17123® 35% 33% 34% +% 
Adi Logic 10 340 9% B% 9% -% 
AtaPdym 983 B% B B% 
AthTctt® 438 31% 30% 30% -% 
AtMMaBxQS 7 8064 30%|&S% 29% -% 
AdwntaAxOM 719603 31%dZB% 30% -1% 
AirExpr 024 17 4289 31% 30% 30% -% 
MQ0A0R 1J2 13 462 69% 6 B% 89% -1% 
AMU OlOB 18 127 27% 28% 26% ■% 
AKeni 0® 13 *D 16% 18% 16% 
»*iQra 058 13 9 39% 39% 39% +% 

AtanPh 1823 12% 12% 12% +% 

AfldCafiX 1 ® 18 567 21% 2012 20% -% 
AM Cap r i® 9 77 15% 15% 15% +% 
AtnttaC 4 M 2% 2% 2% 
Atatatd 281435 4 3% « -A 

ARemf 3616103 43% 42% 42% -% 
AmfiXEsOiO® 12 874 57 5S% 55% - 1 % 
AmCMw 2 10% 10% 10% -A 

AfliManag 562901 22 20% 20% *h 

Am Soft* 745 7% 6 % B% -% 

Amhtays 50 579 12% 12% 12% +A 
Amfirtt 0® 14 2827 31% 30% 31 +% 

An«P 25® g A A 

AiiMInx 2® 10 249 K 93% 83% -1% 
Arafriiflif 21 6358 21% 21 2?d i* 
Amgmtac 24119H 90% 59V 60 *i t 
AndecftCp 200 6 5% 5% +.12 

Anrieglc U® 21 290 31% 30% 31% +% 
Mtyets 036 23 233 23% 23 23% +% 

AranaelAm 3® 9 518 Hi B% 6 % 
AndreriCh ® 4854 39% 38% 39% +1 
ApognEn 018 ® 164 20% 19% 20% +% 
AppUMH 1836482 50% 47% 4B£ -ift 
Artec 10BS3 10% 16% 18% -% 

Appfetaes 007 24567 27% 26% 27% +1% 
JWxx Dr x 024 222113 16 17% 17% -% 

AfcCxt QM 122835 9% 9% 9% 
Aigonit 1 ® 147 29% 29% 29% -% 

ArtSsEW 1® 5% 5% 5% +% 

Amotota 044 14 425 13% 13% 13d +A 
ArttanO 4® 4 d3ft 3% +A 

AscendCan 5BC06 52 47 48% -3% 
AepectTel 27 653 22 % 21 % 72 +% 

AST Ranh 1947 41 j 4ft 4% +i 

Akkra £00 18 880 9 6 % 8 % +% 

Attnel 1212672 25% 24l Z 24% -% 

Autfye 2078 2ft 2% 2% -d 

fUM 024 367005 34^2 32% 32% -2 

Autotato 20 2% 2% 2% -£ 

Anadde 912® 21 19 19% - 1 % 


- B - 

BEI Bx OK ® 134 11% 11% 11% -% 

Baker J OK® 574B 10 9% 9ft +d 

BUrilLB 04011 27 17% 17% 17% +% 

BetjTF 55 7% 6H 6ft -% 

Bnetac 13 1® 24% 24% 24% -% 
Bettandk 064 123440 24% 24% 24% 

Bamaffl 1.1612 ® 42 «i 41 -% 

BaetaBan 048152469 26% 25% 25ft 

Baste Pel 13 K 34^2 34 34% -% 

BesotF Q® 16 15 24 23% 23% -% 

BeyVkw 064 33 514 52% 52 52% -% 

BE Aon 2244 25% 24% 25% +% 

BuudCoa 042 12 754 13% 10% 11 -2% 

BanBJoiy a 24 13 12% 12% +% 
BarttayWxOL52 132504 51% 51 51% +% 

BHA&p 01215 41 b19 18 18 

BUG 25 2# 7% 7% 7% -% 

Bogan 722SB48 42% 39% « -2 

Bkmn 040 1911177 17 16% 16% -% 

BoekOigx 1® 16 10 47% 46%46 lZ 7 -® 
BHCSOBk 31 5410 45% 43% 43% -1% 
Bob Em 032® 744 13% 13% 13% -d 

BeQta&B 21 234 23% 22% ® +% 

Batata 25# 7ft 7% 771 -US 

Baton Tc 9 #029% 29% 29% 

BmdyWA OK 17 3® 23% 23 23% +% 

BRCHdge 42 53 37% 35% » -% 

BSBBncp 1® 11 IB 30% 30% 30% *% 

Bede* . 3315 6% BA 6ft +A 

BtaktaxT 473 3ft 3% 3% +% 

BDtrBMn 18 871 33% 32% 33% A 

BDfierMgx 048 10 ® 36% 36% 36% -% 


- c - 

CTec 63 875 ® 2B% 28% -A 

CttamnCanO® 22 587 16% 15% 16% t% 

Dura Cp 2K 766 8% 7% 7% -A 

Catga* 821 7A 7,». 7d -d 

OS Morn 2644 14% 13d 14% +% 

Cendto 18 42 7% 6% 7% -% 

Qadles 1118 5d 4ft 5d 

Canon Inc x 049 27 541®%1D2%10Z% +% 
CrtuCaxOK® 101 42% 42 42% -% 

CtaCBdaDn 50211 26% 34% 25% -% 
Kecsde 036 19 # 16% 16% 16% +% 
Caseys 01D 19 2® 20% 19% 19% •% 
CBfcm 532 6% 7% 8% •% 

eaten 17 12 BA 9% 9A -A 

Critaca 25538 32% 29% 30% -1% 

QlMMx 068 15 564 29% 28% 2fl% -% 

CnttSpr 21 ® 25% 25% 25% 

Omtatar 14 ® 5% 5>z 5% 

Chaptarl 092 1621® 45lz 44% 44% +% 
CfiaSt S80 5ft 5ft JS 

OBeddtti 1278 i% ijj 1J5 +d 

Chendab 17 ® 18 IB IB 

CtapeiTB 7335B 11% 10% 11 +% 
QdranCp 63S3&4 20% 19% 19ft -A 
Qnnfinx 1®18 709 71% 71 71% +% 
CtataCpx 030® 3® 54% 53% 53% -% 
Chan M 064 16% U% 14% -% 

ChnLt 15534 11% 10% 11 

QscaSys SZrtBGD 50% 48% 50% +1% 
CtemKbr 22 2d 1% 2 

CflOnK 24 8® 51% 49% 51 +1 
CncaCntafi t® 76 ® 45% 45 45% 

CataAtm 222 2% d2% 2% -% 

Cognac Cp ® 1144 20% 1 9% 19% •% 

Copes 27 2333 23% 22% 23% +% 

Mens* ® 277 48% 47% 47% -1 

Ctoven 0® G 164 ® 19% 70 *\ 

OdHBh 1® 11 1® 72 21 21% +% 

Carat 0» 14 3814 23% 2% 73 +% 

CmcstAz 009 2452 17% 17% 17% *% 

CmatttpxO® 12052 1B% 1B% 18% -t^2 
COtafldBiO® IS 1® 48% 47% 48% 
CBrnmnC 663 26% 26% 28% 

Cvoxtata) 466 2% 2% 2ft -d 

Ctapnive ®78 10% B% 10A +A 
Oaataera 325 14% 14% 14, 7 , -d 

Cotttao 43 4% 3% 4 +A 

OMkB 14 2082 16% 15% 15% «•% 
COOfjAx OSD 19 762 22 21% 21% +% 

Coptato 11® 6% 6% 6A -A 
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